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CHAPTER I 


INTRODUCTION 


The Committee on Transport Policy and Coordination was set up in July 
1959, with Shri K. C. Neogy as Chairman. The Committee submitted its 
Preliminary Report in February 1961. In January 1964, Shri Neogy resigned 
the ofiSce of Chairman. The Committee was reconstituted in February 1964 
under the Chairmanship of Shri Tarlok Singh. Member of the Planning Com¬ 
mission in charge of Transport. Owing to transfers, retirements and other 
factors the composition of the Committee has undergone several changes 
since its inception. There were also changes in the office of Secretary. These 
changes are briefly indicated in the footnote' on this page. 


iThe composition of the Committee at its appointment in 1959 and its composition on 
reconstitution in February 1964, are set out in Appendix I. The following Members served 
on the Committee for periods indicated below : 


name 

designation 

from 

to 

Shri Vishnu Sahay . 

, Secretary, Planning Commission. 

22-7-1959 

8-3-1961 

9-11-1960 

15-4-1962 

Shri K. B. Mathur . 

. Chairman, Railway Board, Minis¬ 
try of Railways. 

22-7-1959 

18-4-1960 

Shri A. K. Roy 

. Secretary, Department of Econo¬ 
mic Affairs, Ministry of Finance. 

22-7-1959 

31-5-1960 

Shri B. N. Jha 

. Secretary, Planning Commission. 

10-11-1960 

7-3-1961 

Shri L. K. Jha 

. Secretary, Department of Econo¬ 
mic Affairs, Ministry of Finance. 

1-6-1960 

10-8-1964 

Shri S. S. Khera 

. Secretary, Planning Commission. 

16-4-1962 

20-2-1964 

Shri G. V. Ayyar . 

. Secretary, Department of Coordi¬ 
nation, Ministry of Finance. 

26-9-1960 

8-11-1965 

Shri K. L. Luthra, Director, Transport Division, Planning Commission, 
Secretary to tlje Committee from 22-7-1959 to 15-3-1962. Shri S. K. Bose, IAS, 

served as 
served as 


Member-Secretary from 16-3-1962 to 30-9-1962. Shri K. L. Luthra was again appointed 
Secretary on 1-10-1962 and has since continued in this position. 

L«PC/65-2 
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The present composition of the Committee is as follows : 


Shri Tarlok Siogb, Member, Planning Commission. Chairman 

Sbri R. L. Gupta, Principal, 

Administrative Staff College, Hyderabad. Member 

Shri S. Ranganathan, Secretary, 

Ministry of Industry. Member 

Shri Kripal Singh, Chairman, 

Railway Board. Member 

Dr. Nagendra Singh, Secretary, 

Ministry of Transport. Member 

Shri S. Bhoothalingam, Secretary, 

Department of Economic Affairs. Member 

Dr. I. C. Patel, Chief Economic Adviser, 

Ministry of Finance. Member 

Shri K. L. Luthra, Director, 

Transport Division, Planning Commission. Secretary 


Shri G. V. Ayyar participated fully in discussions leading to the Final 
Report, but was obliged to relinquish his membership a few weeks before 
the report was signed. 

2. The original terms of reference of the Committee were as follows :— 

“Taking into account the existing stage of development of the various 
means of transport and the economic, political, social and strategic pur¬ 
poses which the transport machinery is designed to serve, the Committee 
should reccfflimend : 

(a) What broadly should be the long-term transport policy of the 

country, so that the development of the transport machinery may 
be effected in consonance with our growing needs, with economy 
and eflSciency avoiding duplication to the maximum extent practic¬ 
able; 

(b) in keeping with the policy defined under item (a) what 

should be the role of the various means of transport in the coun¬ 
try during the next 5 to 10 years; and 
tc) what is the best mechanism for the regulation and coordina¬ 
tion of the various means of transport, so that the transport needs 
of the country are met in an efficient and economic manner con¬ 
sistent with the larger interests of the country ?” 

3. There have been marked changes in the transport situation since the 
Committee was first appointed. In 1958-59, there had been a slowing down 
of the rate of growth of railway traffic. This caused concern to the Ministry 
of Railways who also feared that various proposals then being mooted for 
the liberalisation of road transport might lead to unrestricted competition bet¬ 
ween rail and road transport and to large-scale diversion of traffic from the 
railways. In 1960, serious transport deficiencies began to be experienced, 
specially in connection with the transport of coal from the Bengal-Bihar coal¬ 
fields to the northern, western and southern parts of the country. Several 
measures were taken by Government during the two years 1960-61 and 1961- 
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62 to augment railway and other capacities. By the middle of 1962, the 
position became less difficult. During the past year, on account of a lower rate 
of growth in the demand for transport, there has been significant surplus 
capacity on the railways. More recently, problems relating to the integrated 
development of transport, keeping in view the present and future needs of 
national defence, have also claimed special attention. 

4. Significant changes in the transport situation are bound to occur from 
time to time. They underline, on the one hand, the need to anticipate trans¬ 
port requirements and to develop adequate transport facilities and, on the 
other, the importance of accurate economic and statistical data to facilitate 
short term adjustments in the supply of and demand for transport. These 
changes also illustrate the principle that various modes of transport should be 
viewed continuously as parts of a composite network of transport services to 
be developed and operated, as far as possible, as an integrated system for the 
country as a whole as well as within each region. Everything that has occurred 
in the field of transport in recent years has reinforced the need for a sound 
long-term approach to the development of transport and for a scheme of dis¬ 
tribution of traffic between different modes of transport such as will ensure 
that facilities under each service are developed and operated in keeping with 
the traffic allocated to it and at minimum cost to the community. 

5. When the Committee was first appointed, it was hoped that its recom¬ 
mendations would assist in the formulation of the Third Five Year Plan. 
The analysis provided by the Committee in its Preliminary Report brought 
out the major problems of policy and organisation which had to be resolved 
and indicated possible approaches. However, its specific proposals could not 
become available at that time. In the course of its work, the Committee, 
under Shri Neogy’s chairmanship, undertook extensive studies of transport 
problems within the country as well as of experience in other countries. Shri 
Neogy personally took a great deal of trouble to ensure that the work of the 
Committee should be done in as thorough a manner as possible. Under his 
guidance the Committee’s secertariat initiated a number of new studies. These 
included road traffic surveys on selected routes, studies of costs of road 
transport operations, studies of accounting procedures and refinement of cost 
data on the railways, review of railway rating policies in India and in some 
foreign countries, investigation into the economic aspects of selected branch 
lines on the railways, examination of financial implications of public service 
obligations of the Indian Railways, study of road transport licensing policies 
followed in different States, investigation into the transport needs of different 
industries and a case study, undertaken for the Committee by the Programme 
Evaluation Organisation, of the role of bullock carts in selected rural areas. 
Transport policies and experience in several countries were also studied 
carefully, notaWy, in relation to U.K., U.S.A., West Germany, France, 
Canada and Australia. Although, in the preparation of the Final Report, the 
Committee has not had the benefit of Shri Neogy’s association, its members 
wish to express their gratitude to him for his most valuable contribution in 
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guiding the programme of studies nudertaken or initiated by the secretariat. 
The material and special memoranda received from several countries were 
of great value and the Committee feels indebted to the organisations and to 
the individual specialists abroad who have helped so generously in its work. 

6. The Committee also wishes to record its indebtedness to a large 
number of individuals and organisations who were good enough to assist 
it with their advice and suggestions and in several cases prepared special 
memoranda for the Committee. 

7. The Committee was fortunate enough to secure the assistance, under 
the Colombo Plan, of Mr. M. R. Bonavia of the British Railways Board 
and a well-known authority on problems of transport. Mr. Bonavia visiter! 
India on two occasions, first in 1962 from March 1 to 31 and, again, from 
December 15, 1963 to February 6, 1964, and held discussions with tlie 
members of the Committee. His memorandum on coordination forms an 
appendix to this report. 

8. After its reconstitution in February 1964, the Committee reviewed the 
material which had been gathered and endeavoured to formulate specific pro¬ 
posals and policies for the future. In assembling the available economic 
and statistical data the Committee has drawn on the work of the World Bank’s 
Study Team on Coal Transport which submitted its interim Report in Septem¬ 
ber 1963 and its final Report in June 1964. 

9. In presenting its recommendations on transport policy and coordina¬ 
tion, the committee has kept in view work undertaken for the preparation of 
the Fourth Plan in the Planning Commission and the Ministries concerned. 
The Committee hopes that its analysis and recommendations will assist in 
the formulation of the Fourth Plan in its final stages and, even more, in the 
preparation of the long-term transportation plan for the period ending 
1975-76. Towards this end, the various commodity studies and the regional 
transport surveys now being pursued by the Planning Commission and the 
Ministries of Railways and Transport through the Joint Technical Group for 
Transport Planning are expected to provide much essential information for 
the first time. The Committee considers these studies and surveys to be a 
necessary foundation for effective planning and coordination in the field 
of transport and for a sound scheme of allocation of traffic between different 
modes of transport in keeping with economic criteria and the overall objec¬ 
tives of national policy. 

10. On December 23, 1964, members of the Committee met the repre¬ 
sentatives of the AH' India Motor Unions’ Congress and had an exchange of 
views with them on problems of road transport. On Decmeber 28, 1964, 
the Chairman met representatives of Shipping Companies engaged in coastal 
sea transport at Bombay and ascertained their views on various aspects of 
coordination between rail and sea transport. These discussions have been 
of considerable help to the Committee. On February 28,1965, the Committee 
met the representatives of the Indian Roads and Transport Development 
Association, which had earlier submitted a detailed memorandum and ob- 



INTRODUCTION 


5 


lained their prcliiiiinary comments and suggestions on the main proposals 
alTecting road transport which arc embodied in this report. 

11. The Committee wishes to express its indebtedness to Shri S, Jagan- 
iiathan, Financial Commissioner, Railways. At its request he participated 
t outinuously in its deliberations and for all practical purposes functioned as a 
Member. Shri N. P. Mathur, Joint Secretary in the Ministry of Transport and 
Chairman, Inter-State Transport Commission and Dr. V. G. Bhatia, Director, 
I ransport Research in the Ministry of Transport were also closely associated 
with the work of the Committee. Shri V. Shankar, Secretary, Ministry of 
Civil Aviation and Shri T. Arumugham of the Ministry of Civil Aviation 
assisted the Committee, in tlie preparation of the Chapter on Air Transport. 
.Similar assistance was given by Shri Kehar Singh, Director, Inland Water 
1 ransport. Ministry of Transport and Shri K. Narayanan, Deputy Secretary, 
fdinistry of Transport in the preparation of Chapters respectively on Inland 
vVater Transport and Ports and Harbours. Shri H. P. Sinha, Consulting 
Fngineer, Road Development, Government of India has greatly helped the 
('ommittee with advice and suggesdons on questions relating to road develop¬ 
ment and road policy. On behalf of tlie Ministry of Railways, Shri S. R. 
Kalyanaraman, formerly Additional Member, Rail'way Board and Shri R. 
■Srinivasan, Deputy Director, participated in several investigations and studies 
undertaken during the first phase of the Committee’s work. The Joint Techni- 

( al Group for Transport Planning prepared estimates of road traffic in 1962- 
63 and 1970-71 which have been included in tlie appendices to this Report. 
The Committee received help from the late Shri D. R. Suri, who was then 
('hairman of the Joint Technical Group. The Committee also wishes to 
acknowledge the help of the Member-Secretary of the Group, Dr. M. K. 

< liinguli. 

12. Finally, the Committee wishes to place on record its gratitude to 
members of the Secretariat who have laboured for a long period to assemble 
■ind process whatever materials they could secure and, from the very nature 
of the subject, have worked under certain limitations. Their work in the 
!)reparation of the Preliminary Report as well as the Final Report has entailed 
uduous labour. The Committee’s Secretary, Shri K. L. Luthra, bore a 
Nf)ecially heavy burden and made a most valuable personal contribution to 
ilie work of the Committee. He was helped greatly by Shri Sat Parkash, 
Assistant Chief, and by Shri R. B. Mathur and Shri S. B, Saharya, Senior 
I'tesearcli Officers. These officers were associatetl with tlie work of tlie 
! ommittee from the very start and the Committee owes a great deal to 
i'lem for the contribution they made and the devotion with which they 
N-orked. ITie Committee also wishes to express its appreciation of the ser- 
\ ices rendered by other members of the secretariat. Among the latter, spe¬ 
cial mention should be made of Sarvashri T. V. Gopalaswami, T. R. 
K'esharwani. H. D. Sethi, R. N. Tandon, I. F. Franklin, J. R. Chugh, B. K. 
Khurana, M. Y. M. Abbas, P. B. Nayar, Inderjit Tandon, V. P. Nargas 

lul Inderjit Malhotra. 



CHAPTER II 


TRENDS IN THE DEVELOPMENT OF TRANSPORT—A BROAD VIEW 

Transport in the National Economy 

Bi fore outlining the scope of the present transport system and considering 
recent trends, it is necessary to draw attention to two of the more general 
aspects of the subject. The transport system comprises a number of distinct 
services, notably, railways, roads, road transport, ports, inland water transport 
and internal airlines, which constitute the principal means of communication 
within the country, specialised modes of transport such as pipelines and rope¬ 
ways, shipping and the international airlines. The capaci^ of each mode of 
transport has to be developed to meet the specific demands for it as well as 
in relation to the rest of the transport system. The system as a whole has to 
be viewed at each step both as an integrated structure as well as in terms of 
relationships between different transport services. As a sector of the national 
economy, transport is characterised by long-range investment, much of it 
devoted to the creation of basic facilities such as rail tracks, roads, ports, air 
terminals and ship-buUding and repairing yards. Invariably, investment in 
transport must look well beyond the current and anticipated needs of the 
economy and take into account future economic, technological and scientific 
developments. The significance of the transport sector lies not only in the 
specific services it renders, but even more in the unifying and integrating 
influence it exerts upon the economy, enhancing productivity, widening the 
market, introducing new stimuli to economic activity, and bringing village 
and town and the remoter and the more developed regions closer to one 
another. While the growth of transport in each period must be designed to 
meet the estimated needs, including traffic locations and composition, if the 
approach adopted is too rigidly limited to this consideration, some of the 
larger aspects may be missed. 

2. The second aspect to which we should refer is the fundamentally altered 
nature of the objectives and scale of the transport effort since Independence. 
To begin with, priority had to be given to the links with Assam and road com¬ 
munications needed to bring the former princely territories into the integrated 
Indian polity. The task of rehabilitating the railways and the highways after 
the damage and neglect of the war years was immense in size and no less 
urgent. Once these objectives were substantially attained, the development 
of transport became both a handmaid and a precursor of large scale industrial 
and economic development. In the decades before Independence, exports of 
primary products, commtmications with the major ports and the larger cities 
and strategic needs on the north-west had largely guided the planning of rail- 
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ways and roads, while comparatively little was done for shipping and ports and 
in the northern and north-eastern sectors and the eastern parts of the country 
generally. With the initiation of industrial development plans, the main con¬ 
siderations in the planning of transport were the demands of steel and coal 
and heavy industry, of new centres of industrial growth and of construction 
projects for the development of irrigation, power, mining and oil, the require¬ 
ments of exports of mineral ores and the need for a more diversified transport 
system, including ports, shipping and airlines. To the extent possible, atten¬ 
tion had also to be given to measures for accelerating the pace of economic 
advance in the less developed regions. More recently, the key role of trans¬ 
port in stimulating the development of agriculture and rural industry is being 
stressed increasingly. Finally, it has been necessary to take a series of st^ 
to strengthen the road system, both to meet new strategic needs and in res¬ 
ponse to heavier traffic and movement of heavy motor vehicles between the 
larger industrial and urban centres. Thus, as part of a planned national 
economy, looking to continuous and cumulative growth, with deep-rooted 
structural problems being resolved step by step, the transport system has now 
to subserve a much wider range of purposes than before and has a crucial 
role in economic, social and technical development at the national and 
regional levels as well as in the expansion of international trade. 

3. The scale of effort undertaken under the Five Year Plans is expressed 
briefly by the magnitude of investment on transport. In the first three Plans, 
the total investment on the expansion of transport facilities will be of the 
order of Rs. 4,243 crores out of a total investment of Rs. 21,810 croires. 
Transport accounted for 17.2 per cent of the total investment in the First 
Plan and for 20.4 per cent in the Second, and is expected to account for 
19.6 per cent in the Third Plan. The proportion of investment in the public 
sector represented by transport is higher, being respectively 30.6 per cent, 
34 per cent and 30 per cent in the First, Second and Third Plans. 

4. The key role of transport in the development of the national economy 
has been highlighted by events which have occurred during the past decade. 
Transport requirements have been observed to grow faster and to a greater 
extent than industrial and agricultural outputs. It takes time to build up 
transport capacities and, in the short period, shortages in transport capacities 
become a serious impediment to the smooth functioning of the economy and 
maintenance of production. Since transportation requirements are always of a 
specific nature, much depends on the accuracy with which they are assessed 
in advance. The requirements may also change at short notice on account 
of changes in the industrial and economic situation. Thus, even within a few 
weeks or months, in particular sections of the transport system, bottlenecks 
may develop or spare capacities may be shown up. 

5. Railways .—The internal transport system of the country is a vast and 
complex network comprising several media of transport. The Government 
railway system now comprises 57,611 kilometres (36,000 miles) of route 
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length, of which broad gauge, metre gauge and narrow gauge account respec¬ 
tively for 49, 44 and 7 per cent. The railways still constitute the major mode 
of transport and carry a little less than four-fifths of the total goods traffic and 
about one-half of the passenger traffic of the country. A large part of the 
fncrea.se in goods traffic since the commencement of planned development has 
been borne by the railways. The total freight traffic on the railways increased 
in terms of tonnes originating from 93 millions in 1950-51 to 194 millions in 
1964-65, that is, by 109 per cent and in terms of tonne kilometres from about 
44 billion to about 107 billion, or by 142 per cent. Passenger traffic in terms 
of number of passengers originating increased during the same period from 
1284 million to 1992 million, that is, by 55 per cent. In terras of passenger 
kilometres, traffic rose from about 67 billion to about 94 billion, or by 40 per 
cent. Bulk commodities, namely, coal, iron and steel, cement, limestone, 
iron ore and other ores, foodgrains and mineral oils constituted about 70 
per cent of the total originating traffic. 

6. Roads and road transport .—^Mechanised road transport comes next to 
the railways as means of transport for goods and passengers. The total length 
of roads has increased from 398,000 kilometres (249,000 miles) in 1950-51 
to 752,000 kilometres (464,000 miles) in 1962-63, that is, by 89 |>er cent. 
About one-third of the roads are surfaced and the remaining unsurfaced. The 
length of surfaced roads has increased from 156,000 kms. (98,000 miles) to 
250,000 kms. (157,000 miles) between 1950-51 and 1962-63. The total 
number of trucks in the country increased from about 82,000 in 1950-51 to 
205,400 in 1962-63 and 235,000 in 1964-65. The number of buses increased 
from about 34,000 in 1950-51 to 61,000 in 1962-63 and 68,200 in 1964-65. 
1 he total goods traffic carried by road transport in 1964-65 is estimated at 
about 31 billion tonne kilometres and passenger traffic at about 76 billion 
passenger kilometres. Of the total passenger traffic by road, city services are 
estimated to account for about 10 per cent. About two-thirds of road passen¬ 
ger transport is in the private sector and the rest is at present in the public 
sector. Except for Jammu and Kashmir and Himachal' Pradesh, the opera¬ 
tion of goods transport by road is almost entirely in the private sector. A 
large amount of local traffic in the rural areas, specially to market centres, 
continues to be carried by bullock carts. The total number of bullock carts 
in the country is reckoned at about 12 million. 

7. Inland water transport .—A total length of about 13,500 kilometres 
(8,000 miles) of inland waterways is under operation, of which about one- 
tifth is navigable by steamers. Inland water transport has an exceedingly 
important role in the north eastern region of the country. About a million 
tonnes of traffic is carried by river on the Calcutta-Assam route in both direc¬ 
tions. Next to the north eastern region, water transport is important in 
Kerala. In this area, goods are carried mainly by country-boats called 
‘valloms’. In Bihar, until recently the Ganga Brahmaputra Water Transport 
Board operated some experimental services to test the suitability of shallow 
draft vessels in the Ganga. 
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8. Coastal shipping .—India has a long coast line extending to about 5,000 
kilometres (3,000 miles). The shipping tonnage operating on the coast has 
increased from 217,000 GRT at the end of 1950-51 to 372,000 ORT in 
1963-64 and 388,544 GRT in 1964-65. The traffic carried by coastal ship¬ 
ping increased from 2.5 million tonnes in 1951 to 4 million tonnes in 1963 
ind comprised mainly coal, cement, salt and foodgrains. Coastal shipping is 
predominantly in the hands of private companies, only about 11 per cent 
oi the tonnage operating on the coast being owned and operated by the 
(Hiblic sector undertakings. 

9. Ports .—There has been a large increase in the traffic handled at the 
ports since the First Plan. The traffic handled by major ports increased from 
20 million tonnes in 1950-51 to 42 million tonnes (excluding Mormugao 
iKirt), and 48 million tonnes (including Mormugao port) in 1964-65. The 
uaffic handled by the intermediate and minor ports, wliich are about 170 
la number, increased from 3.7 million tonnes in 1950-51 to 8.3 million tonnes 
in 1964-65. The main items which have accounted for the expansion in the 
iraffic at the ports are : Petroleum products, machinery, fertilizers etc. in 
!hc import trade and iron ore in the export trade. 

10. Air transport .—Internal air services connect 69 cities and towns 
111 the country and are used predominantly for passenger transport and for 
carrying mail. These services were nationalised with effect from August 1953 
;md are operated by the Indian Airlines Corporation. There has been a rapid 
expansion in these services since nationalisation. The number of passengers 
flown on the internal air services which stood at 450,000 in 1950-51 and 
131,000 in 1953-54 increased to 1.2 million in 1964-65. In terms of revenue 
Mnne kilometres, the traffic on the Indian Airlines Corporation has increased 
from 51 million in 1953-54 to 109 million in 1964-65 and the available 
c apacity has increased during the same period from 75 million to 157 million. 
The routes for passenger services have been divided broadly into four cate¬ 
gories, viz: (1) trunk routes, (2) high density regional routes (including 
important international routes, such as Madras-Colombo, Delhi-Kabul and 
Delhi-Karachi), (3) average density regional routes, and (4) low density 
icgional or feeder routes. A study of growth of traffic on these routes in 
l ecent years shows that the rate of growth of traffic between the years 1958- 
59 and 1963-64 has been 14.6 per cent on the trunk routes, 12.5 per cent on 
high density routes, 10.0 per cent on average density routes and 5.5 per cent 
111 low density routes. 

Air services abroad arc operated by a separate Corporation, the Air 
India, which was also set up in 1953. These services have also rapidly expan- 
tied since nationalisation, the number of passengers carried having increased 
from 30,556 in 1953-54 to 237,996 in 1964-65. During the same period the 
revenue passenger kilometres have increased from 139 million to 1,088 million 
.and the available seat kilometres from 224 million to 2,276 million. 
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Trends in Goods and Passenger Traffic 

11. The burden of increase in internal traffic since the First Plan has fallen 
mainly on the railways and on road transport. Over the period 1950-51 to 
1964-65, railway freight traffic increased nearly two and a half times and 
traffic by road is estimated to have increased almost five times. The share of 
road transport in the. total traffic carried by rail and road transport together 
has increased from about 11 per cent in 1950-51 to about 23 per cent in 
1964-65. The growith of traffic is illustrated in Table 1. 

Table 1: Goods traffic carried by rail and road* 

(million tonne kilometres) 



traffic carried by 


indices (base 

1950-51) 

year 

rail 

road 

total 

rail 

road 

total 

1930-31 

44,117 

5,500 

49,617 

1000 

100-0 

100-0 

1933-36 

59,576 

8,950 

68,526 

135-0 

162-7 

138-1 

1960-61 

87,680 

17,400 

105,080 

198-7 

316-4 

211-8 

1961-62 

91,218 

21.000 

112,218 

206-8 

381-8 

226-2 

1962-63 

100,693 

25,000 

125,693 

228-2 

454-5 

253 ■ 3 

1963-64 

106,841 

27,000 

133,841 

242-2 

490-9 

269-7 

1964-63 

106,570 

31,000 

137,570 

241 -6 

563-6 

277-3 


traffic, both goods and passengers, carried by road transport over the years 
k-I (Tables 1 & 5) have been estimated with reference to the number of 

vehicles m the country in the corresponding years. The assumptions made in regard to 
average load, annual kilometreage, load factor, average annual performance per vehicle 
etc. are given below : 


Trucks 

petrol vehicles 

diesel vehicles 

average load carried .... 

3 tonnes 

5 tonnes 

average annual kilometreage 

. 32,000 

48,000 

load factor . 

66J per cent 

66f per cent 

average annual performance per truck 

0 - 64 lakh tonne 
kilometres 

1 -60 lakh tonne 
kilometres 

Buses 

average seating capacity 

30 passengers 

40 passengers 

average annual kilometreage . 

. 32,000 

48,000 

load factor ..... 

66§ per cent 

66} per cent 

average annual performance per bus 

. 6-4 lakh 

passenger 
kilometres 

12-8 lakh 
passenger 
kilometres 

For the years 1961-62 to 1964-65, estimates of traffic arc based on the results of traffic 


jurvoys undertaken by the Ministry of Transport on selected long distance routes in the 
country and studies on movement of selected commodities undertaken by the Joint Tech¬ 
nical Group for Transport Planning. 




GOODS TRAFFIC CARRIED BY RAIL & ROAD 



BILLION TONNE KILOMETRES 

no-i- 



0 I Essays— 

1950-51 1960-61 1964-65 
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12. The railways account for close on 77 per cent of the movement 
of bulk commodities. This is brought out in Table 2, which summarises the 
results of a study undertaken by the Joint Technical Group for Transport 
Planning showing the relative share of railways, road transport and other 
means of transport, including coastal shipping, inland water transport, pipe¬ 
line, ropeways etc. in the movement in 1962-63 of coal, iron ore, limestone, 
cement and petroleum products. 


Table 2: Relative shares of railways, road and other modes of transport in the 
total traffiic (1962-63) 

traffic (million tonnes) percentage shares 


commodities 

rail¬ 

ways 

road 

other 

modes 

of 

trans¬ 

port 

total 

rail¬ 

ways 

road 

other 

model 

of 

trans¬ 

port 

(Dial 

coal 

61-4 

3-5 

40 

68-9 

89-1 

5-1 

5-8 

1000 

iron ore 

14-3 

0-8 

50 

20-1 

71-1 

40 

24-9 

100 0 

limestone 

6-7 

2'2 

7-6 

16-5 

40-6 

13-3 

46'1 

100 0 

cement 

6-9 

2'0 

0-5 

9-4 

73-4 

21-3 

5-3 

1000 

petroleum 

products 

5-5 

10 

2-3 

8-8 

62-5 

11-4 

26-1 

100 0 

Total 

94-8 

9-5 

19-4 

123-7 

76-6 

7-7 

15-7 

100 0 


As will be seen from Table 3, the average lead for movement of bulk com¬ 
modities by rail was considerably larger than for movement by road. 

Table 3: Average lead 

(kilometres) 



rail 

road 

coal ..... 

593 

56 

iron ore . . .. . 

259 

137 

limestone ..... 

276 

7 

cement ..... 

400 

125 

petroleum products 

626 

not available 
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13. The trends in the growth of passenger traffic by rail, suburban and 
non-suburban, are shown in the table below. 


Table 4: Passenger traffic by rail 


{millions) 


passengers originating passenger kilometres 


yeai 

sub¬ 

urban 

non-sub 

urban 

total 

sub¬ 

urban 

non-sub 

urban 

total 

1950-511 

.. 

.. 

1284 

.. 

— 

66517 

1951-52 

412 

796 

1208 

6835 

56237 

63072 

1955-56 

499 

776 

1275 

8165 

54235 

62400 

1960-61 

685 

909 

1594 

11818 

65847 

77665 

1961-62 

764 

928 

1692 

13268 

68617 

81885 

1962-63 

808 

942 

1750 

13561 

70430 

83991 

1963-64 

882 

990 

1872 

14460 

74128 

88588 

1964-65 

951 

104! 

1992 

15761 

77728 

93489 

percentage increase 
between 

1951-52 

and 

1964-65 

130-8 

30-8 

64-9 

130 6 

38-2 

48-2 


Suburban traffic on the railways has increased much faster than the non- 
suburban. Between 1951-52 and 1964-65, in terms of pasengers originat¬ 
ing, suburban traffic has increased by 130.8 per cent against an increase of 
30.8 per cent in non-suburban traffic. In terms of passenger kilometres, 
suburban traffic has increased by 130.6 per cent whereas non-suburban 
traffic has increased by 38.2 per cent. 

14. The relative expansion of passenger traffic by rail and road has 
been as follows since 1950-51. 


Table 5: Passenger traffic carried by rail and road 

(million passenger kilometres) 
indices (base : 1950-51) 


year 

rail 

road 

total 

rail 

road 

total 

1950-51 

66517 

23133 

89650 

100.0 

100.0 

100.0 

1955-56 

64200 

31477 

93877 

93-8 

136-1 

104-7 

1960-61 

77665 

57000 

134665 

116-8 

246-4 

150-2 

1961-62 

81885 

59000 

140885 

123-1 

255-0 

157-2 

1962-63 

83991 

65000 

148991 

126-3 

281-0 

166-2 

1963-64 

88588 

69000 

157588 

133-2 

298-3 

175-8 

1964-65 

93489 

76000 

169489 

140-5 

328-5 

189-1 


‘Separnte figures for suburban and non-suburban traffic for 1950-51 are not available. 
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Over the 14 years 1950-51 to 1964-65, passenger traffic by rail increased 
in terms of passenger kilometres by 40 per cent, while passenger traffic by 
road increased by nearly 228 per cent. The share of road transport in 
the total passenger traffic carried by rail and road together increased from 
about 26 per cent to about 45 per cent. 

15. The factors which influence the growth of goods and passenger 
traffic are somewhat distinct Goods traffic is affected largely by the expan ¬ 
sion of aggregate production, more specially of industrial and mineral pro¬ 
duction, and by movement of materials and equipment for large construc¬ 
tion projects. Passenger traffic is more directly influenced by increase in 
peculation, growth of national and per capita income, progress in urbanisa¬ 
tion and changing habits in the community Table 6 presents indices of freight 
traffic carried by rail and road transport alongside indices of growth of 
national income and industrial, mining and agricultural production. 


Table 6; Freight traffic and economic trends' 


year 

freight tonne-kilometres 

national 

income 

industrial 

produc¬ 

mineral 

produc¬ 

agricul¬ 

tural 


rad 

road 

total 

at 

1948-49 

prices 

tion 

tion 

tion 

produc¬ 

tion 

1 

2 

3 

4 

5 

6 

7 

8 

1950-51 

1000 

100-0 

lOO-O 

100-0 

100-0 

100-0 

95-6 

1955-56 . 

135'0 

162-7 

138-1 

118-4 

125-0 

111-6 

116-8 

1960-61 , 

198-7 

316-4 

2U-8 

144-1 

177-0 

157-7 

139-77 

1961-62 

206-8 

381-8 

226-2 

147-6 

189-4 

169-3 

141-47 

1962-63 . 

228-2 

454-5 

253-3 

151-1 

203-7 

185-4 

137-27 

1963-64 . 

242-2 

490-9 

269-7 

157-5 

222-6 

202-2 

140-57 

It will be 

seen that 

over 

the period 

1950-51 

to 1963-64 freight traffic 


increased at a rate distinctly faster than the rate of growth of national income 
or expansion of output in industrial, mineral and agricultural sectors. Simi¬ 
larly, as the table below will show, passenger traffic has tended to rise 
somewhat faster than growth in national income. 

Table 7; Pa isenger traffic and econo nic trends 

{base year 1950-71) 


year 



passenger kj[oinetre.s 

rail road 

total 

national 
income at 
1948-49 
prices 

population 

(mid-year) 

1950-51 

. 

. 

100 0 

100-0 

100-0 

100-0 

100-0 

1955-56 

. 

. 

93-8 

136 1 

104-7 

118-4 

109-2 

1960-61 

. 

« 

116-S 

246-4 

150-2 

144-1 

12M 

1961-62 

. 

< 

123-1 

255-0 

157-2 

147-6 

123-6 

1962-63 

♦ 

. 

126-3 

281-0 

166-2 

151-1 

126-9 

1963-64 



133-1 

298-3 

175-7 

157-5 

129-9 


iThebasc year for columns. 2, 3, 4 and 3 is 1950-51; for columns. 6 and 7-—1951 
and for columns. 8—crop year ending June 1950. 

^Provisional. 
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Imbalances in Transport 

16. Continuous efforts have been made during the first three Plans to 
expand the capacities of rail and road transport and other media of trans¬ 
port so as to meet the growing requirements of the economy. Over this 
period, however, from time to time temporary imbalances have emerged 
between the supply of and demand for transport, and these have in turn 
affected adversely developmental efforts in other sectors, specially in mining 
and industry. When shortage in transport occurred about the middle of 
the First Plan, steps were taken to expand rail capacity through adjust¬ 
ments in Plan allocations and State Governments were urged to liberalise 
licensing policies for road transport. The transport position improved 
towards the end of the First Plan, but became difficult once again in the 
closing years of the Second Plan. In particular, there were pressures and 
bottlenecks in the movement of coal from the Bengal-Bihar coalfields 
towards the northern, western and southern parts of the country. Difficulties 
were also experienced in the movement of raw materials and finished pro¬ 
ducts of industries, such as cotton textiles, jute manufactures, cement and 
iron and steel. In the first year of the Third Plan, these difficulties became 
even more acute. A series of measures were then taken to increase rail 
capacity and augment rolling stock and bring about a marked improvement 
in the transport situation. Additional line capacity works were undertaken 
by the railways and road programmes were strengthened. Coastal move¬ 
ment of coal was stepped up and industries farther removed from the coal¬ 
fields were encouraged to switch over from coal to furnace oil. The trans¬ 
port situation began to ease towards the end of the year 1962. Loadings 
on the railways increased and the outstanding registrations which had 
reached a high level in 1961 began to show a downward trend. The out¬ 
standing registrations on the broad gauge system of the railways which were 
equivalent to about 4.5 days’ loadings on the last day of December 1961 
declined to the level of about 3 days’ loadings at the er.1 of December 1962 
and to about 1.5 days’ loadings at the end of December 1963. Even at 
the end of December 1964, outstanding registrations were as low as equiva¬ 
lent to 1.5 days’ loadings. In recent months, the loadings on the railways 
have been steadily going up in response to the increasing demands for 
transport capacity. 

17. This brief review of the experience of the past decade and more 
suggests lh?it in the first phase of development transport requirements have 
tended io increase at a rate considerably higher than the rate of growth of 
output in industry, mining and other sectors. This was to be expected 
because of the emphasis given since the Second Plan to the development 
of industries, and specially of heavy industries. Temporary imbalances 
between supply of and demand for transport could also occur because of 
difficulties in making an advance assessment of requirements in relation 
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both to time and location. Techniques for estimation of requirements for 
transport have improved in some measure, though not yet sufficiently 
Assessment of transport needs calls for close and continuous appreciation 
of the progress of plans for industrial development and the functioning of 
the entire industrial and agricultural economy as well as for systematic and 
consistent projections for the future. In determining ahead and planning 
for capacities to meet the requirements for transport, a coordinated view 
has to be taken of various media and, in particular, of rail and road trans¬ 
port. This makes it all the more essential that in the interest of uninterrupt¬ 
ed economic growth, development of transport capacities should not lag 
behind requirements and decisions to augment capacities should be taken in 
time. A measure of flexibility to take care of unanticipated changes in 
demands for transportation arising from short term shifts in production 
should be built into the planning of transport. Finally, in relation to im¬ 
balances arising from the growth of industrial production, it has to be 
recognised that the bulk of the residual burden falls on the railways and 
pressures on transport reflect first and foremost on the operations of the 
railways. Therefore, rail capacities built up through investments over 
eari'er periods and capable of being utilised at low marginal cost constitute 
an important asset for the economy. At the same time, plans for road trans¬ 
port should provide for expansion on an adequate scale so that, together, 
rail and road transport can meet emergent demands for additional transport 
at short notice. 

Changes in Composition of Traffic 

18. In common with trends observed in a large number of countries, 
in recent years, while both rail and road transport have developed consi¬ 
derably their relative shares have changed markedly in favour of road 
transport. The share of the Indian Railways in the total goods traffic 
carried by rail and road together has diminished from about 89 per cent in 
1950-51 to about 77 per cent in 1964-65- In passenger transport, the 
share of the Indian Railways has declined during this period from about 74 
per cent to about 55 per cent. There have been corresponding increases 
in the share of road transport both in goods and passenger traffic. The 
broad trends which have been in operation are illustrated by two studies 
which have been undertaken, one during the period 1959-61 at the instance 
of the Committee on Transport Policy and Coordination and the second 
in 1963 by the Ministry of Transport at the request of the World Bank 
Study Team on Coal Transport. 

19. In the first study six important long distance inter-State routes were 
selected with a view to assessing the nature and quantum of traffic moving 
by road. About 19.7 per cent of trucks moved over a distance of 320 
kilometres (200 miles) or more and 8.3 per cent over a distance of 480 
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kilometres (300 miles) or more. About 54 per cent of cotton and raw 
jute, 39 per cent of textiles, 26 per cent of finished goods, 37 per cent of 
provisions, 20 per cent of iron and steel were found to move beyond 480 
kilometres (300 miles) on certain routes. Although the quantities involved 
were small, it is significant that road movement of finished goods and 
textiles extended even beyond 1600 kilometres (1000 miles). The second 
study included 16 principal routes. Although data in the two enquiries 
are not strictly comparable, it will be seen from table 8 that in 1963 the 
average lead for carrying certain commodities was found to be generally 

higher than during 1959-61. 


Table 8: Average length of haul 


commodities 

foodgrains 
oilseeds 

fruits and vegetables 
iron and steel 
textiles 

building materials 
provisions 

The broad trends indicated above were also borne out by enquiries made 
by the Committee on Transport Policy and Coordination from a number 
of leading enterprises regarding the modes of transport employed by them. 
It is clear that increasing quantities of high rated commodities such as 
chemicals, textiles, yam and textile machinery and miscellaneous goods 
now move by road over considerable distances, which may extend as much 
as 1000 to 2000 kilometres and sometimes even more. 


1959-61 

(kilometres) 

1963 

150 

228 

257 

281 

243 

300 

264 

412 

386 

633 

157 

150 

352 

467 


20. In recent years, rail traffic in commodities of higher unit value, on 
which railway freights are generally higher than freights charged by road 
hauliers, has tended to decline, while the proportion of bulk commodities 
which have comparatively low unit values, on which railway freights are 
relatively low, has tended to increase. In studying trends in the composi¬ 
tion of rail trafific, it is convenient to divide traffic into two broad categories, 
‘low rated’ and ‘high rated’. The railway rate structure as revised from 
October 1, 1958, (following the report of the Railway Frei^t Structure 
Enquiry Committee 1957) is built round two separate basic rates known as 
Class 100-A and Class 100-B and, generally, all rates are expressed as 
percentages of these basic rates. Commodities which were previously 
chargeable at wagon load scales have been linked to the standard Class 100-A 
at appropriate percentage rates. All other commodities have been linked 
at appropriate percentage rates to the standard Class 100-B. Coal in 
wagon loads has been charged on a separate scale. In the present analysis, 
besides coal, commodities listed under categories up to 40 per cent of Scale_ 
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A of the railv/ay tariff schedule have been treated as low rated commodities, 
These include such commodities as iron ore, limestone, salt, foodgrains, 
fruits and vegetables, sugarcane, wood etc. Commodities included in cate¬ 
gories above 40 per cent of Scale-A and those in Scale-B have been taken 
to be high rated. In following this basis for division of traffic between high 
rated and low rated, we have in view the relationship of rates to costs of 
haulage. In the case of low rated commodities, rates either do not recover 
costs or do so barely, while in the case of high rated commodities, they 
yield a surplus over costs. The division of traffic between high rated and 
low rated commodities has of course a certain clement of arbitrariness, 
nevertheless, it is a convenient way of illustrating changes in the composi¬ 
tion of rail and road traffic over a period. The following table shows for 
die period 1956-57 to 1964-65 the total originating tonnage in respect of 
low rated and high rated commodities carried by railways and their relative 
proportion in the total revenue earning traffic. 

Table 9; Low rated and high rated rail traffic 

tonnes originating percentage freight earnings proportion 

Year (millions) lo total traf- (Rs. crores) of earnings 

fie to total 

freight ear¬ 
nings 



low 

high 

total 

low 

higii 

low 

high total 

low 

high 


rated 

rated 


rated rated 

rated 

rated 

rated 

rated 

1956-57 

. 62-3 

36-3 

98-6 

63-2 

36-8 

78-8 

121-7 200*5 

39-3 

60-7 

1957-58 

. 68-4 

33-8 

102-2 

66-9 

33-1 

98-4 

126-7 225*1 

43-7 

56-3 

1958-59 

. 709 

32-3 

103-2 

68-7 

31-3 

110-5 

125-7 236*2 

46-8 

53*2 

1959-60 

77-4 

33-3 

110 7 

69-9 

30-1 

121-4 

136*0 257*4 

47*2 

52-8 

1960-61 

. 85-3 

34-4 

119 7 

71-3 

28-7 

134-7 

145-2 279-9 

48*1 

51-9 

1961-62 

. 91-4 

34-1 

125-5 

72-8 

27-2 

148-0 

151-9 299*9 

49*3 

50-7 

1962-63 

. 101-7 

37-7 

139-4 

72-9 

27-1 

172-1 

170-4 342-5 

50*2 

49-8 

1963-64 

. 106-8 

40-8 

147-6 

72-3 

27-7 

189-9 

196-4 386-3 

49*2 

50-8 

1964-65 

. 106-6 

42-2 

148-8 

71-6 

28-4 

191-4 207-6 399-0 

48*0 

52-0 


A large part of the increase in rail traffic which has taken place since 
the beginning of the Second Plan is in low rated commodities. Broadly, 
low rated traffic accounts for 9 per cent more of the total freight earnings 
of the railways and high rated traffic for 9 per cent less than it did in 
1956-57. The proportions of low rated and high rated traffic to the total 
traffic carried by the railways have altered correspondingly. Generally 
speaking, the railways do not appear to have obtained a significant share of 
the increase in high rated traffic which has become available on account of 
increase in industrial production. In recent years, however, the volume of 
I,6PC/65 
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traffic in high rated goods on the railways has shown a tendency to increase. 
The importance to the railways of high rated traffic may be judged from 
the fact that the earnings from such traffic account for about one-half of 
the total freight earnings of the railways. 

21. The trends for different Zonal Railways are shown in the following 

table ; 


Table 10; Zonal railways—proportion of low rated traffic 


zonal 'railway volume of low rated earnings on low rated 

traffic as per cent of traffic asiiercentof 




total traffic 

total earnings 



1956-57 

1961-65 

19.'6-5? 

1964-65 

central 


-to-6 

65-1 

26-3 

42-1 

eastern 


74-9 

76-6 

51-7 

57-8 

northern 


6.V3 

64-0 

5M 

52-3 

southern 


.59-7 

70-4 

42-9 

47-9 

south eastern 


72-4 

83-1 

43-0 

53-5 

western 


54-2 

'7-0 

35-0 

40-3 

north eastern 


5,8-91 

55S 

50-01 

40-0 

northeast frontier 


39-6) 

36-0 

25-91 

29-7 

Indian railways 


63-2 

71 6 

39-3 

48-0 


On most of the railway systems, the proportion of low rated to total traffic 
increased between 1956-57 and 1964-65. On some Zonal Railways, such 
as Central and Northern, while the total traffic has increased in recent years, 
the quantum of high rated traffic has registered a substantial decline not 
merely relatively to the total but also in absolute terms. High rated com¬ 
modities in which the quantum of rail movements diminished in absolute 
terms on several of the Zonal Railways are raw cotton, oilseeds, sugar, 
cotton manufactures, jute manufactures, tea, hydrogenated and non-hydro- 
genated oils, kerosene in tins, petroleum, fuel oil, general provisions etc. 
These are the very commodities in which traffic by road has increased 
steadily in recent years. It may, however, be. mentioned that on the Eastern, 
South Eastern and Western Railways, the quantum of high rated traffic 
increased significantly in absolute terms between 1956-57 and 1964-65 
even though the rate of increase was not as much as in the case of low rated 
traffic. Moreover, on the Central, Southern, Western, North Eastern and 


iThese figures relate to 1958-59. The Northeast Frontier Railway was formed in 
January 1958 prior to which it was an integral part of the North Eastern Railway. 
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Northeast Frontier Railways, the share of earnings from high rated traffic 
is still quite high and exceeds 50 per cent of the total earnings. 

22. Increase in the proportion of low rated traffic on the railways, in 
the proportion of freight traffic carried by road, in the share of road triins- 
port in moving high rated commodities and in the proportion of long distance 
movement by road are but diflferent facets of the same situation, namely, 
growth of road transport services and expansion of the road system and the 
need to devise appropriate methods of coordination. These developments 
are by no means unique to India. They have occurred in most countries, 
specially with the growth of motor transport after the Second World War 
and the greater technical capacity of modern road transport to handle large 
quantities of goods and to move them swiftly across long distances. Facilities 
provided by road transport, such as, the persona] attention given to consign¬ 
ments, the time required for actual movement, specially over short and 
medium distances, and door to door delivery are of great importance in the 
efficient movement of goods of comparatively higher value and of commo¬ 
dities other than bulk commodities. Although significant adjustments have 
been made recently, railway rates have been based in the past mainly on 
the value of service principle and the relatively high rates charged by the 
railways for the more highly priced goods have tended to enhance the scope 
for competition from road transport. A third factor which has opeiated 
in favour of road transport is that the development of new rail capacities 
has been necessarily linked with the expansion of basic industries and pro¬ 
vision of facilities as a matter of priority for the movement of industrial raw 
materials and finished goods. The concentrated nature of the new bulk 
traffics which have arisen on account of industrial and mineral development 
and the relatively dispersed location of plants producing manufactured goods 
which can be transported by road have also increased the area of operation 
of the road transport industry. As both railways and roads connect import¬ 
ant industrial and urban centres, a considerable part of the road system 
runs parallel to the railway network. This development could hardly be 
avoided though, in certain situations, this very factor may increase the scope 
for competition between rail and road transport on long distance routes. 
The greater concentration of road transport along routes connecting the 
larger towns and cities is to be attributed, in fact, to the fact that the road 
network in most rural areas and in the less developed regions is not yet 
impressive enough. As the road system develops in depth, there will be 
greater scope for diversification of road transport services. 

23. Between 1950-51 and 1964-65, passenger traffic by rail increased 
in terms of passenger kilometres by about 40 per cent. During this period 
passenger traffic by road increased nearly threefold. On the railways, the 
rate of increase was much larger for suburban than for non-suburban traffic. 
Between 1951-52 and 1964-65 suburban traffic in terms of passenger kilo¬ 
metres went up by about 131 per cent, while non-suburban traffic increased 
by 38 per cent. Table 11 below shows the extent to which total passenger 
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traffic and non-suburban passenger traffic increased on different Zonal Rail¬ 
ways during the period 1956-57 to 1964-65. 

Table 11; Growth of passenger traffic 
1956-57 to 1964-65 (percent) 


Zonal railway 

non-suburban passenger 
traffic 

total passenger 
traffic 


passengers passenger 

passengers passenger 


originating 

kins. 

originating 

kms. 

centra! 

37 0 

39-0 

64-5 

48-5 

eastern 

361 

46-1 

70-1 

59-4 

northern 

120 

25-3 

12-0 

25-3 

north eastern 

19-9t 

43-5‘ 

19-91 

43-51 

northeast frontier 

3811 

50-31 

38-11 

50-31 

southern 

7-9 

9-6 

20-0 

12-4 

south eastern 

70-4 

62-6 

64-4 

61-9 

western 

29-3 

26-1 

62-5 

38-5 

Indian railways 

23-9 

32-1 

46-5 

38-7 


The average lead of non-suburban passenger traffic on the railways has shown 
a slight tendency to increase in recent years, having gone up from 67 kilo¬ 
metres in 1956-57 to about 75 kilometres in 1964-65. A factor which has 
doubtless contributed to this is the expansion in road transport services and 
their relative convenience, specially in respect of short and medium distance 
passenger traffic. Passenger traffic on the Northern and Southern Railways 
has not recorded any significant increase over the last few years. The 
Southern Railway has faced considerable competition from road transport, 
specially in long distance services. On the Northern Railway the occupa¬ 
tion ratio of trains on most of the branch lines has been low. On several 
branch lines of other railway systems also the occupation ratio in passenger 
trains has been comparatively low. These trends reflect the greater avail¬ 
ability of road transport services and, consequently, the greater competition 
now encountered by the railways on secondary routes and for short and 
medium distances. The fact that such trends are likely to continue into 
the future has certain implications for the continuance of a number of 
branch lines. Many branch lines were built originally to serve primarily 
the needs of passenger traffic even more than of goods traffic. Such traffic 
is still the main source of earnings on these lines, but in several instances 
the earnings are diminishing. 

24. In the foregoing paragraphs we have attempted to bring out the 
broad features of the transport situation in India. There has been gradual 
expansion of the transport system in response to growing requirements. At 
the same time, competition between the two principal forms of transport—• 

iThese figures represent increases over 1958-59 which is the first year of operation 
on the North Eastern and Northeast Frontier Railways. 
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railways and mechanised road transport—has also increased, specially on 
long distance routes. Transport requirements have increased faster than 
the rate of growth of the economy generally and, from time to time, tempo¬ 
rary imbalances between supply of and demand for transport services have 
manifested themselves. The pattern of traffic on the railways has under¬ 
gone important changes with growing preponderance of low-rated traffic and 
increase in the share of road transport in the total traffic in goods and passen¬ 
gers carried by rail and road together. These developments in transport 
and the composition and volume of demands for transport have been influ¬ 
enced by a number of factors, the most important being the impact of 
industrial and economic development under the Five Year Plans. It has 
been seen that a slackening in the rate of growth of the economy can soon 
lead to temporary surpluses in transport, specially on the railways, and 
increases in the tempo or economic activity can lead, equally swiftly, to 
acute transport shortages. The emphasis in the Plans on basic and heavy 
industries tends to increase the proportion of traffic in bulk commodities 
carried by the railways. The growth of consumer goods industries and 
industries requiring special facilities has led to increased demands for road 
transport facilities. 

25. Transport requirements will grow in future with the growth and 
diversification of the economy. A large measure of expansion will be 
called for in the coming years both in railways and road transport and both 
systems of transport will have vital and complementary roles. The rail¬ 
ways, being specially suited for long distance bulk traffic, will doubtless 
adapt themselves more and more to the requirements of such traffic and 
will, at the same time, take steps to increase their competitive capacity to 
carry other traffic. With diversification of production and expansion of 
consumption goods industries, there will also be increasing demands for 
expansion of road transport. Considerable expansion in road transport 
facilities will be needed to meet the requirements of rural areas, to promote 
the growth of agriculture and rural industry and for the development of 
the less advanced regions. A national transport policy must, therefore, 
seek to build a transport structure of the right size and pattern, consistent 
with the scheme of economic development envisaged under the Plans and 
capable of meeting the demands of the future. The basic problem is to 
develop the different modes of transport in such proportions and combina¬ 
tions as will meet the full needs of the developing economy of the country 
economically and to provide for the largest measure of coordination possi¬ 
ble, so that the various transport services will become complementary to one 
another and will function as a composite network. In seeking the objec¬ 
tive of coordination, it will be necessary not only to establish appropriate 
criteria for the distribution of traffic between different modes of transport, 
but also to consider, in the given conditions of India, the economic policies 
and the organisation and structure through which these criteria can be given 
practical effect in the day to day working of the transport system. 



CHAPTER HI 

APPROACH TO PROBLEMS OF COORDINATION 
Objective of Coordination 

Changes in patterns of traffic carried by rail and road, to which attention 
has been drawn in Chapter II, should be viewed, not as an isolated pheno¬ 
menon, but as an aspect of the expansion of the economy and of the trans¬ 
port system as a whole. In part, these changes are accounted for by 
changes in demand for different transport services, in part by the relative 
costs at which the demands are met. If the transport system is viewed as 
an integrated network, disregarding the fact that each service may be operat¬ 
ed by a different agency, frequently under diverse ownership, the objective 
of coordination may be stated to be to develop the various modes of trans¬ 
port as complementary services in such proportions and combinations as 
will meet the total need of the community at each given stage at minimum 
cost to the economy. 

2. The problem of coordination in transport has to be considered, thus, 
in the dynamic context of growth. Its essential elements are, firstly, 
changes in the volume and composition of the services needed by the eco¬ 
nomy from period to period and, secondly, the cost at which these services 
can be established and operated. As between different transport services, 
the more important aspect is complementarity though, within a range deter¬ 
mined by users’ preferences and the prices at which individual services 
become available, there is also a significant element of substitutability. The 
problem of substitutability may arise in various forms. Within a single 
mode of transport, there may be the question of cost of substitution of one 
technology for another. Thus, it may be necessary to choose on the rail¬ 
ways between electric or diesel traction and steam traction or between 
faster train services and full train loads and slower services and trains com¬ 
prising wagon loads; in inland water transport between modem vessels and 
country craft; in road development, between wider roads with thicker surface 
and narrower roads of lower specification. As between different modes 
of transport, at given prices or for specific purposes, one mode may be 
preferred to another as occurs, frequently enough, between road and rail 
transport or between rail and water transport. In either case, substitutabi¬ 
lity is conditioned as much by the factor of technical and economic efficiency, 
the quality of the service provided, as by considerations of cost and price. 
The price paid by the consumer of a service influences his preference. Cost 
may refer to the cost incurred by the individual operator of the service or 
by the community as a whole. In considering the problem of coordination 
in transport, it is cost in the latter sense, that is, social cost, which is decisive. 
The price paid by the user for a service may or mav not reflect the cost to the 
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operator. The operator’s cost may or may not include sigmficant elements 
of cost which have to be borne by the community. Since what requires to 
be determined are social costs, while making as careful an estimate as possible 
of the costs of operators of any transport ^rvice, there are other elements 
also which have to be evaluated, such as the cost of maintaining a road track. 
At the same time, while reckoning social costs, the social benefits derived 
from a service must also be considered. These are not always easy to 
measure. They may reflect the social values and judgment of the com¬ 
munity functioning through its various organs and may in fact be of great 
importance in reaching conclusions on public policy for transport. 

3. P lannin g for transport involves decisions, which often remain only 
implicit, concerning the distribution of traffic between different modes of 
transport. These determine the quantum of resources—capital, foreign 
exchange, scarce materials and personnel—which should be devoted to the 
development of different services during any given period, the prices at 
which the services are made available and the return on investment in the 
development of transport. The central purpose of transport policy is, 
therefore, to create such technical, economic and other conditions for the 
distribution of traffic between different modes of transport as will help ensure 
to the greatest extent feasible that facilities in each mode are developed in 
such proportions and operated in such manner as would meet the total 
needs of the economy at minimum cost to the community. In practice, as 
we shall see, this problem may not be easily resolved—and it certainly 
cannot be resolved by adopting any simple set of rules. Nevertheless, hav¬ 
ing regard to the limitations of resources and the large claims upon them, 
not the least by the transport sector itself, it is important that every effort be 
made to achieve progressively as close an approximation to the objective as 
ma y be possible and, to this end, to develop systematically the necessary 
economic and statistical information for different modes of transport, to 
utilise such information in making the main decisions and to keep under 
constant review the facts concerning costs of transport and changes in the 
demand for various services and in the composition of traffic. 

4. Three further observations may be made at this stage on the subject 
of allocation of traffic between different modes of transport. First, such 
allocation of traffic is intended to facilitate key decisions on the part of 
public authorities, including those concerned with planning, bearing, for 
instance, on investment and pricing policies. Secondly, since any alloca¬ 
tion of traffic is at best based on estimates of demand on given assumptions, 
the broad trends which it implies are even more important for policy and 
action than the details of the estimates themselves. The primary purpose 
of traffic allocations is, thus, to provide a certain perspective on growth 
rather than a rigid frame. Thirdly, it is essential to take a fairly long-term 
view, both because decisions in the field of transport commit resources for 
the future and are not reversible at short notice and because allocations of 
traffic have the positive aim of promoting or stimulating action on the part 
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of users and operators which may best subserve the overall interest of the 
economy over a period of years. 

Rail and Road Costs 

5. Apart from reckoning cost elements of a social nature falling outside 
the customary costs of operators, even in estimating the latter there are 
several problems of method and approach on which much work still 
remains to be done. Before reviewing some of the available cost data for 
India, these problems may be briefly stated. Some of them are common to 
the transport sector as a whole, others pertain to particular services. One of 
the common problems is to apportion joint costs between different scrvi<«s 
or to different types of traffic. For instance, the railways provide both 
passenger and freight services. The track, signalling facilities and terminals 
as well as a considerable body of operating personnel are common. Main¬ 
tenance costs, including such elements as embankments, drainage etc. are 
also common. Some elements in common costs are measurable, such as 
the cost of making and maintaining the track, signalling, terminals etc., but 
imputation remains a difficulty calling frequently for more or less arbitrary 
assumptions, not only for apportioning particular costs to different tj’pes of 
traffic, but also for making allowance for volume of traffic and for duration 
of the asset or service to which a given cost is related. In much the same 
way, the cost of making and maintaining a highway has to be apportioned 
between different road transport services, such as the movement of passen¬ 
gers and goods in different types of vehicles, taking account to the extent 
possible of factors like space occupied, frequency of service and wear and 
tear caused. These are aspects of the problem of cost determination which 
cannot be adequately considered without the aid of technical and economic 
data which must be specially gathered through road tests, traffic surveys and 
other investigations. In actual practice, both for rail and road transport, it 
is necessary to conduct over a period a series of investigations into costs, 
both total and marginal, for specific sections and specific streams of traffic 
so as to build up a body of data on which dependable policy judgments may 
be based. 

6. Another problem of considerable importance is the treatment of taxa¬ 
tion. In the case of road transport, taxation takes the form of taxes on 
motor vehicles, excise duties on fuel and accessories, import duties, sales 
taxes, income tax and corporation tax on surpluses accruing to individual 
undertakings and local toll taxes. On the one hand, it is difficult to isolate 
that element in taxation which may be attributed specifically as costs incurred 
by the industry on account of services or facilities received from public 
authorities; on the other, almost all taxation has larger social and economic 
objectives and none of the taxes may be reg.arded only as a specific charge 
on the road transport industry. Frequently, all taxes levied on the road 
transport industry are reckoned as costs. There would be good reason to 
do so in the case of taxes like the motor vehicles tax, taxes on fuel and acces- 
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series and sales tax etc.; but income and corporation teixes and toU taxes 
should perhaps be kept outside the costs of the industry. Similarly, in the 
case of railways, the surplus transferred to the general budget after allow¬ 
ing for interest on capita! could be excluded from costs of rail transport. 
Being a departmental undertaking the railways do not pay income tax or 
corporation tax, but they have to pay indirect taxes such as excise duties, 
sales tax and duties on imported component and materials. The impoitant 
point to note is that the different elements of taxation that enter into the 
cost of a service need to be isolated and quantified as well as assessed with 
reference to considerations such as whether the tax represents a quid pro 
quo for benefits received without charge, or a contribution to general social 
purposes or a device to bring actual costs more in line with costs to the 
society or something else. 

7. Studies of costs of transport have received a great deal of attention 
in recent years and much pioneering work has been undertaken in U.S.A. 
and other countries in the west. On the Indian Railways, until a few 
years ago, no detailed cost studies were done and the system of accounting 
in vogue did not lend itself readily to detailed analysis of costs of haulage 
of specific types of traffic hauled by the railways. 

Recently, the Indian Railways have carried out a study of their existing 
system of accounting so as to facilitate cost calculations for specific services 
provided by the Railways. The Railway Board have issued instructions to 
the Zonal Railways to introduce a series of changes in the existing account¬ 
ing system. These changes will necessarily be completed over a period. 
The Railway Board have also attempted a breakdown of the average operat¬ 
ing cost figures into the cost of individual functional services like terminal 
services, marshalling, line haul, transhipment etc. They have studied costs 
of goods traffic separately for (a) movement of ‘smalls’, and (b) movement 
of full load wagons. The results of this studv, which takes into account 
goods traffic moving on the railway system as a whole and is based on the 
accounts for 1962-63, are summarised in the following table : 


Table 1 : Breakdown of railway freight costs (1962-63) 



unit 

broad gauge 

metre gauge 

terminal 

smulls per tonne ..... 

Rs. 

8-66 

8-32 

full load per tonne ..... 

„ 

119 

1-63 

full load per wagon ..... 

- 

24-12 

19- 15 

line haul 

movement per tonne kilometre (gross) . 

Riisc 

I'OS 

' -82 

other operations 

repacking of ‘smalls’ per tonne per handling . 

Rs. 

4-60 

4 •9-1 

marshalling per wagon per yard handled 


10-99 

9-7? 

tra'uhipment—per tonne .... 


;-53 
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These data are in the nature of an approximation. Steps are now being 
taken by the Railways to ascertain as a regular practice unit costs for the 
functional group of services and also to work out costs of transport of speci¬ 
fic commodities on the basis of data obtained from the 2k)nal Railways. 

8. In respect of road transport services, little systematic work on costs 
has been done so far. In 1959-60, the Committee on Transport Policy and 
Coordination carried out a pilot investigation into the costs of operation of 
three selected road transport undertakings with the assistance of the Chief 
Cost Accounts Officer of the Ministry of Finance. The results of the study 
were set out in the Committee’s Preliminary Report^ and a resume is given in 
Appendix 7 of this report. The range between the highest and the lowest 
costs was found to be very wide. The cost per vehicle kilometre varied 
from 35.2 paise to 72.2 paise and that per tonne kilometre from 7.3 paise 
to 28.4 paise. Owing to the limited scope of the study, these results are 
to be regarded as illustrative rather than as a measure of the average costs 
of road haulage or of the prevailing range of variation between them. It 
may be of interest to note in this connection that the average rail costs for 
1964-65 worked out to 3.48 paise per tonne kilometre on the broad gauge 
and 5.03 paise per tonne kilometre on the metre gauge. 

9. More recently, the World Bank Study Team on Coal Transport has 
made a study of the costs of haulage of coal by railways, road transport, 
coastal shipping and other modes of transport, such as ropeways and pipe¬ 
lines which, though related specifically to coal, throws useful light on the 
comparative position of the railways, road transport and other modes in res¬ 
pect of services provided by them. The following table compares the costs 
of rail and road transport for the economy as worked out in the World Bank 
Study Team’s report. 

Table 2 : Costs of haulage of coal per ton to economy 


kilometre 

rail costs 

road costs 

13 ton tract- 19-ton tract¬ 
or and or and 

semi-trailer^ semi-trailer^ 


Rs. 

Rs. 

Rs. 

100 ... . 

7-47 

6-14 

3-71 

200 ... . 

9-36 

10-38 

9-61 

300 ... . 

11-25 

14-16 

13-18 

400 ... . 

13-14 

18-62 

17-28 

500 ... . 

15-03 

23-09 

21-24 


^Committee on Transport Policy and Coordination, Preliminary Report pages 78—79. 
2The trucking costs are based on a return trip 25 per cent empty. 
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To determine rail costs to the economy, the en route and terminal! costs have 
been adjusted by eliminating the tax portion, adding a domestic preference 
adjustment for the foreign exchange component and using a nominal rate 
of 12 per cent for return on investment. Similarly, in working out the cost 
of road transport to the economy all taxes have been excluded, domestic 
preference adjustments have been made on foreign exchange expenditure, 
and the rate of return on net investment has been taken at 12 per cent. On 
a comparison of rail costs and road transport costs under the most favourable 
conditions, the World Bank Study Team’s report came to the following 
conclusion : 

“I’hese figures demonstrate that trucks of even higher capacity on 
good roads show a higher cost than rail except when the haul 
is less than 200 kilometres. However, the favourable trucking 
costs below 200 kilometres cannot be attained until there is a 
vast improvement in the condition of the highways near the 
collieries and on the main routes and until trucks of far greater 
capacity than those now in use in India are produced. More¬ 
over, the trucking costs do not include any capital charges for 
improvements in highways. For the foreseeable future, there¬ 
fore, it is indicated that the costs of the rail movement of coal 
will be well below those by highways.” 

10. We have also attempted a comparison of rail and road costs with 
the help of data furnished by the Railway Board in regard to rail costs and 
data on road costs as worked out by the World Bank Study Team. Such 
a comparison has been shown in Table 3, but it is necessary to stress that 
tlie data should be interpreted with caution. Rail costs were worked out 
separately for bulk commodities and for light merchandise. Road trans¬ 
port costs given in the table represent full costs as worked out in the World 
Bank Study. 

11. It will be seen that road transport costs for a 13 toime tractor-trailer 
are higher than rail costs for bulk movement at and above 100 kilometres on 
both broad and metre gauges. For light merchandise, costs of road transport 
in 8 tonne trucks are lower than costs of haulage of li^t merchandise by rail 
up to a distance of about 50 kilometres on the broad gauge and up to about 100 
kilometres on the metre gauge. The figures of rail costs of light merchandise 
have been worked out on the basis of wagon load movement. However, if 
rail costs are worked out on the basis of movements in ‘smalls’, they would 
be higher. The rail costs would be still higher if marshalling and transhipment 
costs are also added. The road transport costs would also be higher if allow¬ 
ance were made for the fact that light merchandise might not load as well as 
coal. Costs could also be worked out for trucks with pay load of less than 8 
tonnes. 



TRANSPORT POLICY AN© COORDINATION 


2f 


Table 3 : Comparative rail and ro .d costs 


( rupees per tonne ) 

distance (kilometre) rail costs' road costs* 

bulk light 13ton 8 ton 

commodities merchandise tractor trucks 



brood 

gauge 

metre 

gauge 

brood 

gauge 

metre 

gauge 

and semi¬ 
trailer 


30 

6.53 

7-59 

14- 86 

17-73 

5.67 

9 76 

100 . 

7-35 

8-93 

16-02 

19-67 

9-72 

17!2 

150 . 

818 

10-28 

17-18 

21-62 

13-27 

23 22 

200 . 

9-00 

11-62 

18-34 

23-56 

16-60 

29 56 

250 . 

9-83 

12-97 

19-50 

25-51 

19-88 

35-35 

300 . 

10-65 

14-31 

20-66 

27-45 

22-59 

42-16 

400 . 

12-36 

17-00 

22-98 

31-34 

29-83 

35-77 

500 . 

13-95 

19-69 

25-30 

35-23 

37-10 

0-38 


12. In comparing rail and road costs, it is somewhat risky to generalise 
on the basis of average costs. Therefore, it is necessary to obtain comparative 
data on costs pertaining to specific flows of traffic. At the request oi the 
Ctommittee, the Railway Board have prepared estimates of costs of rail move¬ 
ment for certain selected commodities on specified sections on the railways, 
which has taken into account marshalling, repacking and transhipment costs. 
The following table compares rail and road transport costs on these sections. 


'The following assumptions have been made in rail cost calculations : 

(i) Costs of rail haulage pertains to the railway system as a whole. They 
have been worked out on the basis of through train movement el full 
load wagons. Transhipment or marshalling costs en route have not been 
taken into account. 

(ii) In the case of bulk commodities, the loadability of wagon has been 
assumed to be 22 tonnes for broad gauge wagons and 14 tcnmes for 
metre gauge wagons. In the case of li^t mechandise, the loadability has 
been assumed as 13 tonnes and 8 tonnes respectively. 

(iii) Terminal costs at each end. both for bulk commodities and light merchan¬ 
dise, have been taken at Rs. 24.12 per wagon for broad gauge and at 
Rs. 19.15 per wagon for metre gauge. These work out to Rs. 1.10 per 
tonne for broad gauge and Rs. 1.37 for metre gauge in the case of bulk 
commodities and to Rs. 1.85 per tonne for broad gauge and Rs. 2.39 per 
tonne for metre gauge for light merchandise. 

(iv) The tare weight or the weight of the empty 4-wheeler broad gauge w&gon 
has been taken as 10 tonnes and that of metre gauge wagon as 6 tonoes. 

(v) The empty return ratio is assumed to be 30 per cent for both bulk com¬ 
modities and light merchandise. 

(vi) Local transport charges have been assumed at Rs. 3.50 per toime for 
bulk commodities (only at one end) and at Rs. 5 each at the two ends 

• (i.e. Rs. 10 in all) for light merchandise. 

*Road cost estimates for 8 tonne trucks pertain to roads as they are at present; 
■hose for 13 tonne trucks refer to 'good’ roads on which such vehicles can ply. 
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Table 4 : Costs of movement per tonne by rail and road of specified 
commodities on selected sections (IS62-63) 


(rupeet) 

sections distance name of commodity raiP road* 

(kms.) wagon small> 

loads 


Howrah-Nagpur 

1131 

building materials 

33-7 

46-2 

1503 

Delhi-Nagpur 

1093 

building materials 
machinery 

33-4 

51-9 

58-61 
67-6/ 

150 8 

Nrtpur-Bombay 

837 

foodgrains 

27-8 

53-7 

115'5 



cotton-raw-loose 

42-0 

69-7 

144 4< 



cotton-raw-pressed 
fruits & vegetables 

33 0 
34-2 

58-5\ 

58-5/ 

’ 115 5 

Madras-Cochin 

693 

foodgrains 

25-2 

40-6 

95'5 



cotton-loose 

50-9 

58-9 

119 4< 

Howrah-Varanasi . 

678 

iron & steel 
mineral oils 

24-8 

29-2 

52-2\ 

64-4; 

■ 93 6 

Bombay-Ahmedabad 

491 

textiles 

25 0 

381 

68 1 



cotton-raw-loose 

40-1 

46-3 

85 

Bilaspur-Rourkela . 

305 

limestone 

13-4 


42-6 

Agra-New Delhi 

194 

leather manufactured 

22 0 

39-9 

28'8 

Bombay-Nasifc 

188 

cotton textiles 

22-1 

38-8 

27'8 

Palanpur-Ahmedabad 

133 

petroleum products 

191 

300 

21-2 

CaJeutta-Kharagpur 

116 

tea 

17 0 

24-7 

19P 

Calcutta-Burdwan . 

107 

jute manufactured 

15-5 

34 0 

18’3 

Ahmedabad-Baroda 

100 

cotton pressed 

160 

29-4 

17 1 

Nepanagar-Khandwa 

42 

paper 

17-3 

34-5 

8'2 

Although the figures 

in the 

table are rather in the nature of approxima- 


tions, they indicate broadly the differences in the costs of wagon load mov&- 
ments and movements in smalls on the railways and those between costs 
of haulage by rail and road transport. Road transport costs are generaDy 
higher than rail costs for distances beyond, say, 100 kilometres, mid the 
disparity between rail and road costs tends to increase with increase in the 
distance of haulage. 

13. In interpreting these data there are important limitations which 
should be kept in view. For instance, costs of rail transport will vary widely 


•To the figures of rail costs, local delivery costs have been added at the rate Rs. 3 • 50 
per tonne at one end only in the case of limestone and at the rate Rs. 10/- each at both 
ends in the case of other commodities. 

iBased on the World Bank Coal Transport Study. 

iCost estimates for ‘smalls’ are approximate and vary according to size of the unit 
load carried. 

^For cotton loose 25 per cent more cost has been assumed. 
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under different circumstances, as for instance, according to the nature of 
the commodities carried, distance of haulage, extent of empty haulage, 
category of train services (fast or slow, train loads or otherwise), total train 
tonnage, loadability of the commodities carried, density of trafihc on the lines, 
mode of traction, traffic handling techniques etc. Road cost data are subject 
to even greater limitations. Besides the limitations in estimating the costs 
of operations of rail and road transport services, there are several other 
aspects to be considered. For instance, since cost estimates should be 
converted into cost indices to facilitate ready use, it may be desirable to 
employ a set of accounting prices. In view of the scarcity of capital 
resources, for comparing initial capital costs, there may be a case for reckon¬ 
ing the cost of capital in terms of a rate of interest other than the current 
rate. Again, to take account of the scarcity of foreign exchange, there may 
be a case for placing a prescribed value on the foreign exchange resources 
needed in alternative lines of investment. These and other possible refine¬ 
ments need fuller consideration. Basic of course to any scheme of cost 
determination is the existence of a suitable accounting system at each level 
of the industry which will permit ready ascertainment and analysis of costs 
for specific flows of traffic. The steps taken recently by the Railway Board 
to modify their accounting system will go a long way to facilitate systematic 
and continuous determination of railway costs. So far as road transport costs 
are concerned, in view of the nature of the industry, commercial accounts 
maintained by State undertakings and the larger private companies will need 
to be supplemented by ad hoc periodical enquiries to be initiated by the 
Ministry of Transport. For accurate comparisons to be made between rail 
and road transport costs, it is essential that on key issues of definition, 
criteria and methods of analysis a common approach should be developed 
between the authorities concerned. Finally, account will also need to be 
taken, through appropriate money values being set, where possible, on the 
social aspects of costs and benefits of alternative modes of transport, such 
as, in the case of road transport, door to door service or saving in time, 
employment possibilities or developmental role in relation to rural areas or 
hilly tracts. 

14. In the light of the preceding discussion, it may be useful at this 
stage to state a few broad propositions on the subject of rail-road coordina¬ 
tion. In interpreting cost data due attention has to be given to the different 
economic and technological characteristics of rail and road transport since 
these necessarily influence their suitability for different types of traffic. As 
a major undertaking operating a large scale transport industry on a national 
scale, the railways carry a large fixed plant and have to undertake heavy 
long-term capital investment. They require a special track and large and 
expensive rolling stock which can only be used on the fixed track. The 
element of fixed or overhead costs is very high in rail transport, and, within 
the limits of available capacity, the greater the volume of traffic the lower 
is the unit cost. Further, to the extent that there are reserves of line 
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capacity on the railway system, increased demands for transport can be 
met with comparatively limited additional investment. To ensure the 
economy of large scale operation on any route, it will frequently be in 
overall economic interest that rail movements should be supported by 
adequate traffic as well as loading and unloading facilities such as'will permit 
the maximum utilisation of available capacities. As the proportion of fixed 
cc«ts is high on the railways, the total cost of a rail haul tends to diminish 
as distance increases, since this enables the overhead costs to be distributed 
more economically. On the other hand, with increase in distance beyond a 
point, road transport costs per unit of traffic tend to increase. The railways 
are, therefore, inherently better adapted for long distance haulage as com¬ 
pared to road transport. Traffic density or the size of the traffic flow has 
a marked effect on railway costs. With high traffic density, the railways 
are able to operate at low unit costs. Railway costs are considerably higher 
on branch lines and sections with low traffic density than on trunk routes.' 
The railways enjoy a relative advantage in respect of heavy co nsignme nts 
such as mineral products which are moved in wagon loads; even more so 
if they are moved in train loads. The nature of the route is also an impor¬ 
tant consideration in determining the suitability of rail transport for carrying 
a given traffic. The railways are in a position of relative advantage when 
the places of origin and destination for the traffic to be carried both fall on 
a main route, or when the points of despatch and destination are both pro¬ 
vided with railway sidings. 

In respect of passenger traffic also, as a mass carrier, railways are suited 
particularly for suburban and commuter traffic where large numbers of 
passengers have to be moved within certain fixed hours to and from urban 
centres. Railways also constitute a more convenient mode of transport for 
long distance passengers. 

15. As distinguished from rail transport, road transport is operated 
through small units, each unit requiring relatively small capital investment. 
The capacity of the average individual unit is also much smaller. Fixed 
and overhead costs are a much less important element. The main charac¬ 
teristic of road transport is its flexibility. Goods can be moved readily 
from any one point to another, provided some kind of road exists. Road 
transport can provide a door to door service, thus dispensing with or at 

iThe Railway Board have drawn special attention to the following facts; On the 
Indian Railways, about 61 per cent of the total freight traffic is carried over 18 per cent 
of the railway system. Sections on this part of the railway system carry a throughput of 
10,000 tonnes per day or more. Almost all the branch lines of the metre gauge and some 
of the branch lines of the broad gauge have a density of traffic of less than 1,000 tonnes per 
day. As between the broad gauge and the metre gauge systems, the net tonne kilometres 
per route kilometre per day on the broad gauge worked out to 8,449 in 1963-64 as gainst 
1,756 on the metre gauge. The cost per tonne kilometre was 3-14 paise on the broad 
gauge against 4 • 90 paise on the metre gauge. The bearing of the density of tr? ffic on the 
dtiiisation of fixed assets and railway costs may be seen from the fact that the incidence of 
interest charges on capital investment on the limited broad gauge system of the Northeast 
Frontier Railway where the density of traffic is relatively small was as high as 10 paise per 
tonne kilometre in 1963-64 as against 0-7 paise on the broad gauge system as a whole and 
O' 5 paise each on the broad gauge of the Western and the Central Railways. 
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least reducing multiple movements such as are unavoidable with the railways, 
where goods have first to be carried from the place of business of the 
shipper to the railhead and then again from the destination point to the 
place of business of the consignee. As road vehicles can operate over the 
whole network of roads, they are able to serve large territories in deptli 
and thus promote diffusion of industrial and economic activity. Because 
of the small size of the operating unit, an element of personal service on 
the part of the transport operator and his customers is easily developed. 
Goods can receive greater attention in transit and avoidance of multiple 
handling makes road transport specially suited for such traffic as fragile and 
perishable goods requiring special care, such as certain kinds of machinery, 
glassware, medicines, fruits etc. There are less stringent packing conditions 
in the case of road transport than on the railways. Due to the shorter time 
required for delivering goods, business houses may find it possible to achieve 
quicker turnover through speedy haulage by road transport. On the other 
hand, the inadequate capacity of the road system and gaps such as missing 
bridges, and growing traffic congestion on road near the larger cities as 
well as road accidents may place certain real limitations on road transport. 

16. In basing decisions on existing cost data pertaining to rail and road 
transport, possible effects of technological and other advances should be 
kept in view. For instance, costs of operation of road transport over fairly 
long distances may be lower as roads of higher specifications come to be 
built and heavier motor vehicles become available in larger number. Simi¬ 
larly, technical advances on the railways such as the development of electric 
and diesel traction, modern signalling devices, improved types of wagons, 
and mechanised handling, may lower rail transport costs. Transit time for 
consignments between important commercial centres may be reduced through 
the introduction of ‘s^uper express’ goods trains which run to scheduled 
timings. In allocating traffic in terms of the economy as a whole or for 
different regions or in relation to different classes of goods, it is necessary to 
take a forward looking view regarding the technical and economic possi¬ 
bilities presented by alternative modes of transport. Moreover, this view, 
while being checked in terms of actual performance from time to time, should 
at each stage be for a period of years and should not be restricted too closely 
to the facts of the current transport situation or to trends over very short 
periods. 

Methods of Achieving Coordination 

17. Given the facts of the relative growth of transport services set out 
in the preceding chapter and the state of knowledge of rail and road costs 
and the aims of coordination described in this chapter, we are faced with 
the problem that there exists in practice a wide gap between the objective* 
of policy and the practical means by which they can be fulfilled. As the 
experience of many countries bears out, there are no ready or universally 
applicable answers available,. In each country, the problem arises in a 
given institutional, economic and historical context; invariably the approach 
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adopted is pragmatic, combining search for general principles and criteria 
with practical compromise and preparing the ground for adjustments in the 
direction of broader concepts of public policy and economic expansion. 
Among the more advanced countries the view has gained ground that the 
legislative and administrative instruments devised mainly before the second 
world war for the regulation of different modes of transport have become 
less meaningful in relation to the altered technical economic and social 
conditions which have developed over the past decade and in face of the 
still greater pace of change foreshadowed over the next decade. In the less 
developed economies, seeking to lift their people from the state of back¬ 
wardness, the role of transport is even more fundamental and dynamic, and 
the growth of basic capacities in transport, increase in mobility, diffusion 
of industry and economic activity and changes in the structure of production 
and consumption also call for adjustments in the perspectives and instruments 
of policy for the future. 

18. As has been stated earlier, the central purpose of transport policy 
is to create such technical, economic and other conditions for the growth 
of transport and the distribution of tr^c between different modes of trans¬ 
port as will help ensure to the greatest extent feasible that facilities in each 
mode are developed and operated in keeping with the need to satisfy the 
overall requirements of traffic at minimum cost to the community. This 
statement may serve as the starting point of the present discussion on means 
for achieving coordination. The elements to which attention should be 
drawn are, firstly, that the result hoped for is not complete coordination ^ 
such, but a framework of economic policy and institutions conducive to co¬ 
ordination between different modes of ttansport, specially rail and road; 
secondly, coordination, set in the context of growth and expansion of the 
economy and of the system of transport subserving its needs should be 
achieved at minimum cost to the economy, that is, in conformity with essen¬ 
tial investment criteria; and thirdly, to make such development and invest¬ 
ment possible, the quantum of transport to be provided and its pattern of 
allocation between different modes of transport should be in conformity with 
the needs of the community assessed with reference to social costs and 
benefits, including preferences of consumers and other relevant considerations. 
The two latter propositions are in fact interdependent. For, unless we arrive 
at a correct estimate of transport requiremente and their allocation between 
different modes, we cannot secure the appropriate order and distribution of 
investment as between different services and over time. The basic question, 
therefore, is how we may ascertain in relation to any period of time the 
extent to which transport facilities should be established, both in the total 
and in specific forms and locations. 

Investment Policies 

19. We may address ourselves first to the question of determining the 
total capacity for transport to be brought into existence and then consider 
L6PC/6 -4 
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how it may be allocated between alternative modes of transport, taking rail 
and road transport as the primary illustration. In the past different modes 
of transport frequently tended to be viewed separately and plans for them 
were not dovetailed adequately. Recently there has been greater recognition 
that the various transport services should be considered, both in theory and 
for policy and practical action, as a composite network in which each 
element should be complementary to the rest to the greatest extent possible. 
This object wiU be facilitated by systematic application of investment and 
cost benefit criteria in the transport sector. With this approach in mind 
the Ministries of Railways and Transport and the Planning Commission, 
through the Joint Technical Group for Transport Planning which they have 
together constituted, have initiated a series of technical and economic studies. 
These include investigations into the transport requirements of major com¬ 
modities, transport capacities and needs of different regions in the country, 
comparative costs of transport in specific situations and problems of transport 
in relation to location of industrial and economic activities. These studies 
will, it is hoped, make it possible to determine, more accurately than in the 
past and in a manner permitting systematic review from time to time, the 
transport capacities needed in relation to the principal commodities moving 
or expected in the future to move between important centres of activity for 
the country as a whole as well as for different regions. The studies wiU 
help distinguish the capacities aheady existing, those requiring to be added, 
the extent to which technical considerations will determine the modes of 
transport and the areas in which economic choice remains to be made. It 
is true that, in several respects, the data which the studies will 
yield will at first be incomplete and no more than approximate.. 
Nevertheless, it is expe,cted that these studies will provide a basis for con¬ 
sidering carefully how the expected traffic might be best allocated between 
different modes of transport. It should be possible on the basis of the 
results of these studies to draw up programmes for the development of 
different transport media on an integrated basis and to relate them suffi¬ 
ciently closely to developments in other sectors of the economy. 

20. In a country like India where major developments in the transpor¬ 
tation system are expected to take place in future as part of plans for the 
growth of the economy as a whole, it should be possible to take, care of the 
problem of coordination of different transport services largely througji invest¬ 
ment policies under the plans which should be directed to build up right 
combinations of different transport services in keeping with the needs of 
growing traffic. In the future growth of the economy, both rail and road 
transport and, in fact, other forms of transport have a crucial role. As 
far as we can foresee, the railways will continue to be the backbone of the 
transport system. The future development of the railways, however, will 
have to be directed increasingly towards meeting the needs of traffic of basic 
md heavy industries, traffic in minerals hke coal and iron ore and long dis¬ 
tance movements of manufactured goods as also agricultural products. Deve- 
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lopment programmes for the railways will have to aim largely at augmenta¬ 
tion of eapacity on the trunk routes and introduction of technical improve¬ 
ments such as new forms of rolling stock including container services, and 
other devices like modem signalling, electrification and dieselisation to en¬ 
able the railways to run faster and heavier trains. There may, on the whole, 
be limited additions to the railway network to meet the requirements of parti¬ 
cular traffics or for development of particular areas. In other words, most 
of the new investment on the railways will have to be devoted to building up 
of an increasingly efficient rail transport system rather than to the expansion 
of the network itself. With diversification of production and expansion of 
consumption goods industries, road transport also will have an expanding 
role in the economy so that, together rail and road will provide an adequate 
composite network of services. Road transport facilities will be needed on 
a larger scale than even before to open up new and less developed areas, to 
carry economic development and social services to the farthest village, to 
promote the growth of agriculture and the rural economy and to provide for 
intra-city transport services. In the past, the growth of road transport was 
less rapid than it might have been, because of inadequacies of the road 
system and the inability of the automobile industry to produce vehicles in 
the numbers needed. As these deficiencies are overcome, still larger oppor¬ 
tunities for growth wiil open up for the road transport industry. Indeed, 
the tasks which the industry will be called upon to undertake are of truly 
challenging dimensions. Wherever possible, inland water transport and coastal 
shipping should provide useful supplementary services to cater particularly 
for movement of bulk traffic over long distances. Further investment in 
these services will have to be directed to modernisation of the services and 
technological improvements for reducing their costs, etc. Other means of 
transport, such as ropeways and pipelines, have still to be developed on a 
significant scale and it should be possible to integrate their development into 
the transportation system as a whole. 

Role of Pricing Policy 

21. Given the adoption of right investment policies in future in accordance 
with relative social benefit and cost considerations, the next important ques¬ 
tion that arises concerns the operation of different modes of transport. The 
pricing or rate policies adopted by different modes of transport will obviously 
influence not only the distribution of traffic between different transport 
services but also their relative profitability and, therefore, future growth poten¬ 
tial. What constitutes a proper pricing policy for vast enterprises such as 
the Railways and road transport services is not an easy question to answer. 
A few general guidelines, however, can be laid down so that any departures 
from them are made consciously for specific considerations. 

It is now generally recognised, both in India and elsewhere, that pricing 
policy for major undertakings should be such as to yield a net return which 
corresponds to the scarcity value of capital in the economy in general. Taken 
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as a whole, the operations of each system of transport, therefore, should earn 
at least that rate of return which cannot be considered low in relation to 
the return obtained in alternative forms of investment. Equally, it can be 
said that the price charged for a particular transport service should cover 
at least the marginal cost of provi<tog that service. 

Beyond the two propositions just mentioned, it is often argued that the 
price charged for each particular service should bear a close relationship to 

the total cost of providing that service. For each mode of transport, in 

other words, the margin of profit charged for carrying different commodities 
should be the same. The theoretical justification for what might be called 
a fully cost-based pricing policy is that when demand is distributed between 
different modes of transport at prices which reflect the relative costs of 
providing the different services, the overall profitability of each mode of 

transport will reflect more adequately the extent to which that mode of 

transport is able to maximise social benefits or minimis e social cost. In 
this sense, the profitability of each mode of transport, given fully cost-lbased 
pricing, will serve as an indicator for future investment decisions. While 
there is some theoretical justification for fully cost-based pricing systems, it 
has to be recognised that it is based on a number of assumptions which are 
not always fulfilled in real life. Apart from the fact that costs may not 
always measure social cost and consumer preference as expressed in the 
market does not always reflect social benefits, there is the consideration 
that the consequences envisaged above in theory can ensue in practice only 
under more or less perfect competitive conditions. 

22. An indispensable condition for the free play of competition is the 
freedom on the part of the user to choose the means of transport he wishes 
to employ. This, no doubt, is an important consideration in practice. How¬ 
ever, the user’s freedom of choice at any time is circumscribed by the prevail¬ 
ing conditions of supply. The supply of transport cannot be augmented to 
any great extent in the short-run. This is specially true of rail transport. 
In the case of road transport, there is much greater scope for adjusting supply, 
not ijn the total perhaps, but in specified areas and situations, either by action 
of public authority or in response to the price mechanism. But even in 
the case of road transport, supply conditions are frozen within limits at any 
given time. 

Again, under conditions of planning and coordinated investment of the 
kind that we have discussed earlier, it is not necessary to assume that future 
investments will be guided solely by relative profitability in tiie present. Nor 
can we overlook the fact that while a public undertaking like the Railways 
could be made to adopt any particular pricing policy, the operation of 
private road vehicles will' be guided by the desire to maximise profits in the 
aggregate rather than by the rule to equalise profits under each separate group 
of transactions. Granted the fact that at any given time, competition bet¬ 
ween different modes of transport can at best be imperfwt, departures from 
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a fully cost-based pricing system would become inevitable—m the absence 
of regulation—in response to the desire to take advantage of specific demand 
situations. As long as it remains impracticable to enforce the same set of 
pricing policies on all modes of transport, it would not be feasible to insist 
on any particular mode of transport following a particular pricing policy 
as far as relative prices to be charged for transporting different commodities 
are concerned. 

23. In adopting an appropriate pricing policy in the short run, there are 
two other limitations to which attention may also be drawn at this stage. 
In the case of the railways, investment takes the form of large units, generally 
indivisible and associated with similar complementary investments. It has 
to be undertaken in relation to long and intermediate period assessments of 
demand rather than as a response to short term variations in demand under 
conditions of competition. The railways in India, as in many other coun¬ 
tries, are a Government undertaking. They are charged with important 
public service obligations and function on the basis of responsTbiiity to the 
community as a whole. This implies non-discrimination and stability in 
rates and liability to provide services in accordance with published schedules. 
The Indian Railways have already taken important steps towards developing 
their accounting system along commercial lines; yet to bring about approxi¬ 
mation of rates to the costs of services is a process which, as the experience 
of France bears out, will inevitably be spread over several years. The inci¬ 
dence of capital costs on the railways being heavy, costs will show wide 
variations with changes in the density of traffic. Thus costs vary considerably 
between trunk routes and branch lines and indeed from one section to 
another, depending upon the extent of utilisation of capacity and other re¬ 
lated factors. Because of the very wide variations in costs under different 
conditions of operation, which must naturally obtain in different areas, it 
is difficult for the railways to adjust rates on the basis of costs in all cases. 
Tlie obligation to have uniform rates all over the railway system further 
limits the capacity of the railways to adopt cost-based rates. 

The road transport industry consists of large numbers of single truck 
operators with a sprinkling of larger and well-organised enterprises. The 
smaller units need help and protection in several ways. Unlike the position 
in France or West Germany, there are yet no organised associations in the 
road transport industry which can assist public authorities in enforcing the 
minimum regulation of fares and freights, supervising the working of the 
industry from the point of view of public interest and assisting small opera¬ 
tors in obtaining steady business. An essential condition for the operation 
of competition in a basic public utility like transport is that short-term 
imbalances between supply and demand should lead to appropriate remedial 
action rather than to large fluctuations in prices. Such fluctuations cannot 
by themselves alter the supply of the services; they can merely put additional 
profits in the hands of operators who I '.ppen to be in business at a particular 
time or lead to shortages elsewhere. The availability of vehicles and the 



38 


TRANSPORT POLICY AND COORDINATION 


capacity of the automobile Industry are an inevitable constraint on the supply 
of road transport in the short period. 

24. Having regard to all these considerations and qualifications, allocation 
of traffic between alternative modes pf transport based, as far as possible, 
on (a) careful technical and economic studies and (b) progressive approxi¬ 
mation of rates to costs both for rail and road transport may be expected 
to offer three principal advantages. Firstly, it should provide better and 
more dependable guidance than is available at present for taking practical 
decisions and planning for invest m ent over a period. Secondly, it should 
furnish a basis for recommending fiscal measures and pricing policies in 
support of traffic allocations in terms of which technical development plans 
are undertaken. Thirdly, the fact that users have a degree of choice between 
alternative modes of transport and the scheme of allocation of traffic provides 
for a measure of competition both on the side of carriers and of users 
should be an aid in maintaining the efficiency of all transport services and 
promoting technical and organisational innovations. At the same time, 
because transport is a public utility entailing heavy long-term investment, 
and the community as a whole has a vital and continuing stake in major 
national assets such as the railways or the coastal fleet, the principle of 
competition cannot go so far as to become wasteful of resources or destruc¬ 
tive of investment. This will not, of course, exclude the possibility of adjust¬ 
ments over a period in keeping with long-term assessments. 

25. As stated earlier, the S;Cheme of allocation of traffic for any period, 
whether for the economy as a whole or for a region, and the investment 
plan for the transport sector and the individual services comprised in it, rest 
on the same foundation of facts and logic. They are essential ingredients 
in the plan of development. But they are not likely to be sufficient for 
putting the plan into effect. Three types of supporting measures have to 
be considered and incorporated into the development plan before an effective 
scheme of coordination between rail and road transport or, for that matter, 
any alternative modes of transport can be formulated. These are (a) 
fiscal measures and pricing policies, (b) regulation and (c) integration in 
organisation and operations. Since, in later chapters of this Report we 
offer some specific suggestions on these aspects, it will be sufficient here to 
explain briefly the approach we have in view. 

Fiscal Measures 

26. Assuming that we have adequate knowledge of costs and in principle 
rates are to be as close as may be feasible to these, there may be several 
considerations necessitating resort to taxes and subsidies from wider econo¬ 
mic and social aspects. Certain kinds of traffic may be deliberately carried 
below cost, for instance, metropolitan and city passenger traffic with a 
view to reducing the congestion of population, or goods manufactured in 
and plant and equipment despatched to markedly under-developed regions 
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whose economic development is sought to be accelerated. If, for instance, 
it is considered that long-distance transport of goods by road involves less 
efficient use of resources, and that movement by road over short and 
medium distances should receive greater encouragement, there might be 
scope for differential taxation. Such a case might also exist in favour of 
certain less developed regions so that larger volumes of road transport could 
become more readily available for them. Similarly, as is the situation in 
a number of countries in Western Europe, there could be heavier taxation 
on trucks maintained by individual enterprises to carry their own goods 
beyond short distances in preference to use of public transport facilities. 

27. Fiscal' measures are, thus, a useful instrument in the hands of the 
Government and of Parliament and State legislatures to bring about, with 
conscious purpose, a rate structure within the transport industry which will 
correspond closely enough to the social costs of providing different services 
and the social benefits derived from them and, at the same time, to be 
able to assess the value of the burdens imposed or the concessions conferred. 
There are, however^ three factors limiting the efficacy of fiscal measures 
which will need to be kept in view. The first is the inadequate knowledge 
of costs. Step by step, it is hoped, that more accurate data will become 
available, not only for rail transport, but also for road transport. Secondly, 
where a large number of operators are involved, as in the road transport 
industry, working for markets which vary widely, costs will differ over a 
wide range. Rating policies and fiscal measures have inevitably to be based 
on certain more or less representative norms, so that their incidence and 
effectiveness in securing the restraint or stimulus that may be intended from 
the larger angle of economic and social policy will not be the same for all 
operators or for all areas. Thirdly, there may be absolute preference for 
one or the other mode of transport which users may wish to exercise in 
their interest and be willing to pay for them accordingly. Despite these 
limitations, taxes and subsidies can be exp^ted to assist in incentives or 
disincentives in the use of given forms of transport for specific traffic within 
the overall scheme of allocation of traffic. They have considerable value in 
securing a degree of self-regulation in the allocation of traffic between alter¬ 
native modes of transport and in translating the overall economic judgment 
<rf the community as a whole into specific measures. 

Regulation 

28. In the thirties, in India, as in several countries in Western Europe 
and also in U.S.A., special legislation was enacted for the regulation of 
road transport. Everywhere the primary motive was to safeguard the inte¬ 
rest of the railways in face of what seemed likely to assume the form of 
unfair competition, depriving the railways of some of their high rated traffic, 
yet leaving to them ffie burden of their public service obligations. Since 
Governments had themselves a heavy stake in the financial soundness of rail 
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transport, they considered it necessary to regulate road transport. Invariab¬ 
ly, this took die shape of control on road transport capacity through licensing 
of number of vehicles which could ply over given distances or in specified 
areas and, to an extent, of measures to protect the interests of road trans¬ 
port operators in relation to one another. In U.S.A. there is no restriction 
on the number of vehicles to be employed under a permit, but the use of 
vehicles is restricted to the carriage of specified goods on specified routes 
and provision is also made for regulation of rates. In the initial stages, passen¬ 
ger transport received even greater attention than the movement of goods 
byl road, which had yet to assume significant proportions. These measures 
of regulation arose in many instances in the period of depression in the early 
thirties. Since the end of the second world war, while the principle of 
regulation has been retained and, in face of losses incurred by them, the 
importance of financial viability on the part of the Railways has been stressed 
even more than before, a two-fold approach is being adopted. Firstly, some 
efforts are being made to liberalise the road transport system through relaxa¬ 
tion of distance limits and quota systems. These are often accompanied 
by regulation of tariffs, strengthening of organisations within the road trans¬ 
port industry for supervising the operations of various units and supporting 
the action of public authorities, and resort to differential taxation for long 
distance transport and transport maintained by individual enterprises for 
their own use. Secondly, in several countries the railway administrations are 
being enabled to eliminate uneconomic services, to introduce more fiexible 
rating policies, to recover from the exchequer the cost of services which they 
wciuld not institute on commercial grounds alone and, generally, to improve 
thdir capacity to compete with road transport.^ In recent years, the 
contribution which road transport can make and is likely increasingly to 
make towards the promotion of mobility and economic growth has been 
recognised much more clearly than before the war. 

29. Regulation of operations of different transport media has to be 
conceived as a measure in support of investment and pricing policies, aiming 
at securing an optimum distribution of traffic between transport services. 
Rejgulation of railways, which are a public undertaking, has to take mainl y 
the form of control over their investment and expansion programmes in 
ket^ing with the requirements of allocation of traffic. The railways have a 
number of obligations of a public service character, including the obligation 
to give preference, in the public interest, to the transport of such goods 
as may be specified by Government. Their rating structure is determined, 


1 For instance, in West Germany, legislation provides for the "normalisation” of the 
accounts of the German Federal Railways, that is, compensation is to be paid to the railways 
If a rate reduction is imposed or if they are compelled to continue an unprofitable service. 
The subsidy is not to be paid if the railways make a profit. In U. K., no direct subsidy is 
paid to the railways for running certain uneconomic services which it may be necessary to 
continue on social grounds. However, the cost of keeping open such lines as have been 
the subject of a direction by the Minister would be covered by taking it into account (o) 
in the total subsidiy paid to the railways, and (b) in setting financial 'targets’ under the 
procedure outlined in the White Paper on Financial Performance of Nationalised Industries 
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to some extent, on considerations of public interest, and they are expected 
to have a system of uniform tariffs and to publish their rates. These obliga¬ 
tions act as constraints on the railways which cannot, on this account, 
function precisely in the same way as other commercial undertakings, although 
the future trends have to be increasingly in this direction. Regulation of 
road transport has to be seen as an attempt, firstly, to enable the road trans¬ 
port industry to expand to the extent and in directions indicated by the 
scheme of allocation of traflSc; secondly, to strengthen the internal structure 
and organisation of the industry, so that it can obtain the teehnical and 
economic resources needed for its development, and tliirdly, to safeguard 
the interests both of the small operator and of the consumer. Thus, regula¬ 
tion of road transport has to be thought of as a positive means for fulfilling 
the role assigned to industry in the total transport plan and not, as was 
stressed in the past, for the purpose of affording a measure of protection 
to a long established and mature transport service such as the railways. 

30. Regulation of road transport has to be exercised largely through 
control over licensing. In the chapter on Road Transport (Chapter VI) we 
explain the need for licensing vehicles and suggest a numbeir of changes in 
the existing system. In particular, we make a broad distinction between 
inter-State and intra-State road transport and propose that the former should 
be the special resfxtnsibility of the Central Goyermnent and the latter of 
State Governments. In view of the fast growing and changing needs of the 
economy, we do not favour the traditional forms of distance limits and have 
made a number of recommendations for liberalisation. We recognise that 
there are a few sizeable regions which can be identified as being markedly 
backward and in which transport facilities have considerably lagged behind. 
In these particular regions, we see the need for integrated transport plans 
with special emphasis on the development of the road network and to an 
extent licensing of vehicles on a regional basis accompanied by concessional 
tax rates and other incentives to operators to provide transport services in 
these regions. 


Integration 

31. We have now considered in relation to the scheme of allocation of 
traffic and of investment embodied in the transport development plan the 
contribution which could be made by fiscal measures and pricing policies 
and by regulation of the road transport industry towards coordinated deve¬ 
lopment and operation of rail and road services as a composite system. In 
principle, this process could be carried still further if the two modes of 
transport were under common ownership, for, in that event there could be 
complete integration in services and no question of relative gain or loss 
would arise, provided the services were priced with due regard to the costs 
involved. On the other hand, an integrated concern would need to discover 
devices other than competition between different operators to provide incen¬ 
tives to continuous efficiency and technical change. In any event, the road 
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transport industry lends itself to small scale and dispersed operation and 
consists at present of more than 150,000 operators' owning some 270,000 
vehicles, about 89 per cent of the operators holding no more than one 
vehicle. More than two-thirds of passenger transport and almost all goods 
transport by road is in private hands. Proposal^ under consideration for 
the period of the Fourth Plan do not visualise much more than expansion 
of public operation of passenger transport to about two-fifths of the total 
number of vehicles, some steps towards Government participation in goods 
tr|nsport and promotional activity in favour of cooperative transport services 
wherever conditions are favourable. This would leave the road transport 
industry substantially as a private industry, organised mainly through small 
units, with no more than a leavening of commercial organisations and public 
enterprises. In the circumstances, the approach of integration can be ex¬ 
tended with advantage in three principal directions. Firstly, wherever pos¬ 
sible, joint rail-road transport for passengers and goods should be facilitated 
through arrangements arrived at mutually between the Indian Railways and 
State Road Transport Corporations as well as Corporations which the 
Central Government might set up for operating on special inter-State routes. 
Secondly, efforts should be made to develop the operations of the Central 
and State Corporations, with the participation of the Indian Railways, on a 
sckle sufficient to give them a significant share of the traffic and, therefore, 
influence on the working and organisation of ffie road transport industry, 
maintenance of scheduled tariffs and services and complementary operations 
of rail and road transport. Thirdly, wherever at present public transport 
eiibrprises are organised as departmental undertakings they should become 
corporations or companies, so that Jhey can operate on wholly commercial 
lines and enter into joint operations and services to the greatest extent possible 
with other units in the industry. More and more, road transport should take 
on the character of a well-organised industry, working on the basis of 
responsibility to the community as a whole, functioning wherever necessary 
in a complementary relationship to the railways, and taking generally a lead¬ 
ing role in opening up the countryside and stimulating the growth of the 
less developed regions. 


Conclusion 

32. To sum up the foregoing discussion, coordination between different 
modes of transport has to be seen as an important aspect of the expansion 
of the economy and the growth of the transport system as a whole. Together, 
the various transport services have to meet a total demand, each service 
being complementary to the others. Investment policies should be directed 
to achieve the right combinations of different transport services'in the country. 
In the measure in which prices of various services come to correspond to 
thiir social costs and ben^ts, it becomes possible to approach an optunmn 
allipcation of traffic between different modes. Therefore, the key to the 
prbblem of allocation of traffic is the determination of transport costs as 
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accurately as possible and application of fiscal measures such as would ensure 
a close correspondence of rates and fares to costs. In the last analysis 
the scheme of allocation of traffic and the investment plan for transport are 
derived from the same basic economic and technical data and form essential 
ingredients in the plan of development. Certain supporting measures are 
required for putting this plan into effect. These have been discussed under 
three heads—^fiscal and pricing policies, regulation and integration oi orga¬ 
nisation and operations, and a number of specific suggestions have> been 
offered. However, even with the aid of these devices, what is hoped for is 
not complete coordination but a set of conditions favourable to coordination 
and development progressively in the direction of a composite transport net¬ 
work under which various transport services become available to the extent 
needed and at minimum capital and operational costs to the community. 



CHAPTER IV 


RAILWAYS 

Besides being the country’s largest public undertaking and a vital national 
asset, the railways are rightly regarded as the lifeline of the transport 
system. They provide a network of services which serve to unify the 
country and operate not only on commercial considerations but also in terms 
of wider political, economic and social interests. In considering transport 
policy and coordination for the future, it is necessary to examine those 
aspects of railway operations and railway policy which have a bearing on 
their rel'ative position vis-a-vis other modes of transport. In paricular, we 
have to review the various public service obligations which the railways 
undertake at present and their influence on the competitive position of the 
railways and on current trends in railway finance. The quality of the 
service provided by he railways, as by other means of transport, and their 
operational efiiciency are of great importance for the growth of the eco¬ 
nomy. Consequently, technical and administrative measures required for 
raising the level of performance in the railways are also matters of general 
concern. 

2. Development under the Five Year Plans has placed a heavy burden 
on the transport system and more specially on the railways. As the principal 
and the best organised mode of transport, the railways have borne the 
major share of this burden. In 1964-65, the railways carried nearly two 
and a half times the freight traffic they carried in 1950-51. The total 
investment on the railways has increased from Rs. 895 crores in 1951-52 
to Rs. 2,961 crores in 1964-65*. 

3. Emphasis on the development of basic and heavy industries has 
thrown on the railways the main responsibility for carrying raw materials 
and finished products for these industries. Plans for expansion of rail 
capacities have been drawn up in terms of increased quantities of such 
tr^c to be carried over the plan period. Within their available capacities, 
the railways have to accord higher priority to the movement of raw mate- 
rids connected with development projects and essential commodities like 
foodgrains, which are comparatively low rated in preference to commodities 
bearing high freight rates. A large part of investment on the railways 
under the Five Year Plans is accounted for by works designed to increase 
capacity on the existing railway system so as to meet the pressure of traffic 
arising from the economic development of the country, and only a small 
}>art of the investment has been devoted to the extension of the railway 
system to new areas. Most of the new lines constructed since the beginning 

iQf this, investment since Independence accounts for about Rs. 2200 crores. 
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of the First Plan were linked with the development of basic industries like 
coal and steel. A few lines, however, have been constructed to open up 
new areas. Some of these lines might not have been taken up on commer¬ 
cial considerations alone and were provided for in the interest of the 
economic and social development of the regions in question. 

Public Service Obligations of the Railways 

4. Besides their role in fulfilling plan objectives, the railways have a 
number of obligations of a public service character. These have devolved 
on them partly because they are a Central Government undertaking with 
sole responsibility for providing rail communications, and partly because of 
the emphasis which has been placed over several decades on the puUic 
utility character of the railways. The more important of these obligations 
are described as follows ; 

5. Common carder obligations .—^According to Section 27 of the Indian 
Railways Act, 1890, the railways have the obligation to provide reasonable 
facilities for receiving and forwarding the trafifio offered to them without 
any undue preference as defined in Section 28^ of the Act. Thus, the 
railways cannot normally refuse to carry any goods offered to them or 
discriminate between what to carry and what not to carry. Such obligations 
are not shared by other modes of transport. 

6. Until January 1962, the responsibility of the Indian Railways as 
carriers was limited to that of a ‘bailee’ only. The liability was imposed 
on the railways under Section 72 of the Indian Railways Act. The Act 
was amended in 1961 and from 1st January, 1962, the railways have 
assumed greater responsibility for the loss, destruction, damage, deteriora¬ 
tion etc. of animals or goods delivered to them for carriage. 

7. Directions by the Central Government .—Under Section 27(a) of the 
Indian Railways Act, the Central Govermnent may direct any railway 
administration, in the public interest, to give preference to the transport of 
such goods or class of goods as may be specified. Such directions are 
generally given in respect of low rated commodities like coal, mineiral ores 
for export, raw materials for iron and steel industry, manure, foodgrains 
etc. When such a direction is given, the railways have to provide transport 
facilities for designated items of traffic, notwithstanding high rated traffic 
waiting to be moved. 

8. We have considered whether there are circumstances which would 
wirrant the railways being relieved from the obligation to carry, without 


iSection 28 is as follows: 

“.a railway administration shall not make or give any undue or unreasonabl# 

preference or advantage to, or in favour of, any particular person or railway administration, 
or any particular description of traffic, in any respect whatsoever, or subject any particular 
person or railway administration or any particular description of traffic to any undue 
or unreasonable predjudice or disadvantage in any respect whatsoever.” 
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preference or discrimination in rates, any traffic that may be offered. 
Development of road transport has not advanced to a stage that it can take 
care of all the traffic offering which the railways may not be able to carry. 
The requirements of traffic for development projects have a high jmority in 
the execution of our plans. There are other high priorities to be observed 
from the point of view of the maintenance of the national economy. The 
scheme of coordination between rail and road transport and the manner in 
which traffic should be allocated takes into consideration the concept of 
public responsibility underlying railway operations and gives due weight 
to the financial viability of the railways. On the whole, therefore, we are 
of the view that there is national advantage in continuing the obligations 
of the railways as a public carrier and in enabling the Central Government 
to give such directions from time to time as may be necessary in the public 
interest. 

9. Construction of unremunerative lines. —^The construction of new 
railway lines, which may not be expected to yield a commercial return in 
the initial years is an obligation which, as a national undertaking, the rail¬ 
ways may be required to undertake. The implications of this obligation 
are discussed later in the chapter. 

10. Operation of uneconomic branch lines. —^There are at present a 
number of branch lines on the railway system in India which, in varying 
degree, are utilised below their capacity. Most of these lines are situated 
on the metre and narrow gauge systems. We have not examined these 
individual cases. Obviously, from time to time, having regard to develop¬ 
ments in the transport system, it is essential to review the extent to which 
each branch line is subserving the needs of an area and the combination 
of transport services which should be made available for its economic 
development. Suitabte tests or criteria need to be evolved for considering 
a line uneconomic depending on the purposes it serves and the cost of 
providing alternative means of transport. 

11. While each instance of an uneconomic branch line requires separate 
study on merits, certain general considerations may be stated briefly. A 
branch line should be viewed both as an entity in itself and as part of a 
wider railway network and it should be ascertained whether on either 
ground, its retention is necessary. Secondly, the total transport require¬ 
ments and facilities in an area served by the branch line should be examined 
with a view to determining the nature and extent of the transport services 
that may be needed in the future. Thirdly, in examining the case for 
continuing what may be an umemunerative branch line, attention should be 
given both to past trends and to traffic expected over the next few years. 
If alternative facilities have been or are capable of being developed to a 
point that the requirements for transport could be met substantially by 
means other than the railways, and at no higher cost to the economy there 
should be no hesitation in giving up an existing branch line which is proving 
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unremunerative and will not serve any object which cannot be met otherwise 
and at lesser cost. In a developing economy, there cannot be imdue 
rigidity in regard to means of transport, so long as the overall requirements 
can be satisfactorily met. In recent years, this conclusion has been reach¬ 
ed in one country after another and in India also, the necessity for adjust¬ 
ments of this nature has to be accepted. We suggest that where road 
transport has to be expanded considerably to facilitate the discontinuance 
of unremunerative lines, the Railways may consider, in consultation with 
the State Government, whether and in what form they could participate or 
assist in the growth of road transport services. In the light of these con¬ 
siderations, in the wider economic interest of the country, as much as of the 
railways as an enterprise, the financial working of branch lines and the 
transport needs and plans of areas served by them should be reviewed 
periodically. 

12. Light Railways .—statement at the end of this chapter lists a 
number of narrow gauge light railways which are owned and managed in 
the main by private companies subsidised by Government. Either on 
account of the growth of competition from road transport or increases in 
operating costs, these lines have become progressively less remunerative 
over the last several years. Our suggestions above on unremunerative 
branch lines would also apply generally to the light railways. As in the 
past, in future also, the general approach adopted has to be to consider 
each case on merits and to take over such lines as would justify conversion 
to broad gauge or metre gauge on the basis of the traffic handled by them 
and the prospects of trafl&c growth. In other cases, the lines might be dis¬ 
mantled and the services provided by them might be allowed to be replaced 
by road transport. In re^ons where road transport has come up and can 
be further developed to meet the needs of traffic, it might be possible ta 
abandon the light railways. In all cases, it is necessary to take a view of 
the total transport needs of each region and to lay out plans for period 
of years. 

13. Operation of suburban passenger services .—^Railway suburban 
passenger services which carry large numbers daily on concessional season 
tickets are generally unremunerative. From the statistics compiled by the 
railways, a clear indication of the loss incurred in carrying suburban 
traffic is not available. However, the Railway Board have stated that cer¬ 
tain studies undertaken by them at Bombay on the Central and Western 
Railways showed that the EMU (Electrical Multiple Unit) services involved 
a loss of Rs. 30 lakhs per year, without taking into account the interest 
charges. Assuming the same proportion of the interest charges as for the 
railways as a whole, the loss was estimated at about Rs. 1 crore. Again, 
during the year 1962-63, the EMU services on the Southern and the 
Eastern Railways showed a net loss of Rs. 11.65 lakhs. In foreign countries 
also suburban passenger or commuter services have been found to be un¬ 
remunerative. This is mainly due to concentration of traffic during peak 
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hours and cheap fares. The problem of suburban rail transport has to be 
dealt with in any long term solution as part of the problem of metropolitan 
transport, involving a coordinated approach to rail and road transport, 
development of roads and urban and regional development around major 
cities such as Calcutta, Bombay, Madras and Delhi. We consider it further 
in a later section. 

14. Freight concessions .—In recent years the railways have granted 
frei^t concessions on a number of export commodities and the coverage 
of such concessions has gradually increased. The loss in earnings on 
account of freight concessions to exports has been estimated by the railways 
at Rs. 2 crores. We suggest that the value of freight concessions on export 
goods should be carefully assessed from time to time, so that the costs and 
the benefits may be appraised and special efforts may be made to raise the 
level of efficiency in the industries concerned. 

15. New railway lines .—Construction of new lines calls for large in¬ 
vestments. Costs of construction have been rising, the average cost at 
present being of the order of Rs. 6 to 10 lakhs per kilometre. With the 
formulation of each Five Year Plan, the question arises as to what criteria 
should be adopted for determining the programme for the construction of 
ne^ railway lines, keeping in view consideration^ such as effects in the 
long term on financial situation of the railways, their competitive position 
and the efficient use of the available resources. 

16. In the past when the railways represented the principal mode of 
transport, new lines were laid generally (a) for promoting the overall 
economic and social interests of the country and (b) for strategic purposes. 
It has been the practice of the Railway Board to undertake detailed traffic 
surveys and assess the financial results of the operation of new lines, taking 
a view of the traffic likely to be available over a sufficiently long period 
and, generally speaking, to take up lines only when they were considered 
remunerative. However, there are several instances of decisions on new 
raijlway lines being taken on considerations other than commercial, such as, 
administrative need or general regional development. In explaining the 
broad considerations which they keep in view in examining proposals for 
new lines, the Railway Board have classified proposals for hew lines into 
five broad groups : 

(a) lines required for operational reasons. These lines are taken 
up on a priority basis; 

(b) lines required for heavy industrial, mineral and other projects 
included in the Five Year Plans. These lines are specifically 
provided for under the Plans and a long term view is taken in 
reckoning their financial return; 

(c) lines required for the development of backward areas and to 
serve general economic, social and political needs. Studies are 
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undertaken of the likely benefits from these lines to the areas 
concerned along with the likely financial return to the railways; 

(d) lines sponsored by State Governments or other agencies for 
construction projects or to meet restricted or local needs. Each 
case is examined on merits and a line is constructed, provided 
a working basis is found for covering the losses, if any, in the 
working of the line; and 

(e) lines required for meeting defence and strategic needs. These 
are taken up even if they are not remunerative, working losses 
on them being borne by General Revenues. 

17. EXuring the decade 1951-61, the total length of new lines added to 
ihe railway system amounted to about 2,000 kilometres. In addition, 
about 700 kilometres of lines dismantled during the war were restored. 
The Third Plan provided for the construction of about 2,600 kUMaetres of 
new lines, of which about 1,200 kilometres are expected to be completed 
during the Plan period. Out of 3,600 kilometres of new construction, 
including 1,000 kilometres in progress at the beginning of the Third Plan, 
about 2,100 kilometres are expected to be commissioned by the end of 
1965-66. Under the Plans, in view of the heavy cost involved, proposals 
for construction of new lines are limited in the main to lines required for 
meeting the urgent operational requirements of the railways or of basic and 
heavy industries like steel, coal etc. or development of ports. To a limited 
extent, provision is also made for new lines undertaken for reasons of 
general economic development in the less developed regions. 

liS. In the past, almost everywhere, the railways were the basic form of 
iransport, and construction of new railway lines was virtually synonymous 
with the provision of new transport facilities in an area. This is still a 
\vidcly prevalent view and leads to demand for construction of new railway 
lines. The merits of each such proposal have to be studied carefully and 
schemes to be undertaken within the resources allocated by the Plan. Road 
development and road transport can now make a contribution to develop¬ 
ment and diversification of economic activity such as was not possible in 
rhe earlier phases. Frequently, they can help create conditions in which 
heavy investment on a new railway line in justified on economic criteria 
and offers scope for a combination of transport services best calculated to 
promote regional and economic advance. In studying the economic poten- 
da! of a region, the design of the transport sector should take into account 
he relative role and sequence of different services, but investment could 
>c so arranged that at each stage the ground is prepared for the next and 
lenefits flow continuously. In this manner the process of development can 
recome cumulative while retaining sufficient flexiWlity as to the forms of 
nvestment in transport, as in other fields, and taking full advantage of 
cchnical innovations. In the strategy of economic and industrial develop- 
nent, the more completely road communications and rail and road trans- 
L6PC/65 5 
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port services are thougjit of together, as complementaiy services fonnmg 
part of a single integrated plan, the more rapid is the progress likely to 
be achieved. This is the approach behind the regional transport surveys 
and other technical and economic studies now under way in relation to the 
preparation of the Fourth Five Year Plan. As we have stated earlier, the 
railways are inherently better suited for long distance and bulk traffic and 
the extension of the railway system in future has to be directed mainly 
towards meeting the needs of basic and heavy industries and of traffic in 
mii^erals like coal and iron ore. The programme for construction of new 
railway lines has to be conceived mainly in this context and the new lines 
which are built in future should ordinarily be expected to yield, over a 
period of time, a reasonable return on the investment. 

Financial Trends 

19. The railways are expected to meet their operating expenses as well 
as overhead charges from their total earnings. In addition, they must earn 
a surplus. The financial commitments of the railways are determined from 
time to time by Parliamentary Conventions. The existing commitments are 
as follows :— 

(a) Annual Dividend. 

(i) The railways have to pay to the General Revenues an 
annual dividend at a rate fixed as a percentage of the 
capital-at-charge, which includes a small element of con¬ 
tribution over and above interest charges. The rate of 
dividend, which was increased in 1961-62 from 4 to 4.25 
per cent on the recommendation of the Railway Conven¬ 
tion Committee, 1960, was further increased to 4.5 per 
cent from 1963-64. From 1964-65, the railways are 
required to pay dividend at 4.5 per cent on capital pro¬ 
vided up to the end of 1963-64 and at a rate of 5.75 
per cent on capital provided after March 1964. 

(U) In addition, a payment was made to the General Revenues 
for distribution to State Governments in lieu of the tax 
on passenger fares at the rate of Rs. 12.5 crores per year. 

(iii) In terms of the recommendations of the Railway Con¬ 
vention Committee, 1965, the existing rate of dividend is 
to be revised from April 1966 to 5.5 per cent on the ele¬ 
ment of dividend paying capital invested up to March 
1964, and 6 per cent in capital invested thereafter. Of the 
additional 1 per cent dividend on capital invested up to 
March 1964, Rs. 16.25 crores per aimum is to be in lieu 
of the tax on passenger fares (against Rs. 12.50 crores per 
annum paid on this account during the Third Plan period) 
and the bffiance is to be utilised to assist the States in pro¬ 
viding their portion of the resources required for financing 
safety works, such as manned level crossings, over-bridges 
and under-bridges. 
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(b) Depreciation Reserve Fund. 

The Railways have to contribute to the Depreciation Reserve 
Fund at rates determined from time to time on the basis of the 
recommendations of Railway Convention Committees. The con¬ 
tribution to the l^preciation Reserve Fund increased from 
Rs. 45 icrores per annum during the period of the Second 
Plan to an average of Rs. 76 crores per annum during 
the Third Plan period, rising from Rs. 65 crores in 1961-62 to 
Rs. 85 crores in 1965-66. 


For the quinquennium 1966-71, the contribution to the 
Depreciation Reserve Fund is to be increased to an average of 
Rs. 130 crores per year or as close thereto as possible taking 
account of the foiancial position in terms of the recommenda¬ 
tions of the Railway Cbnvention Committee, 1965. 

(c) Development Fund. 

The net annual surpluses of the Railways after payment of 
dividend and contribution to the Depreciation Reserve Fund 
are credited to the Development Fund. 


20. In the Railway Budget 1964-65, it was provided that a Pension 
Fund should be set up on the same lines as the Depreciation Reserve Fund 
to cover liabilities on account of ordinary, invalid and family pensions. 
Accordingly, a fund for this purpose has also been constituted. Contribu¬ 
tion to this Fund are estimated at Rs. 12 crores in 1964-65 and Rs, 12.5 
crores in 1965-66. 

21. Recent trends in railway finances. —The main fa.cts relating to 
investment in railways and their gross and net earnings are summarised 
in the Table below : 

Table 1: Railways—investment, earnings and expenses 


year 





(Rs. crores) 


total 

gross total 

net 

earnings as 

opera¬ 

invest¬ 

earningsi working! 

earn¬ 

percentage of 

ting 

ment 

expenses 

ings 

total investment 

ratio^ 

at the 
end of 



gross net 


the yearJ 






1951-52 


895-3 

290-8 

224-3 

61-8 

32-5 

6-8 

77-0 

1955-56 


. 1102-1 

316-3 

258-2 

50-3 

28-7 

4-6 

81-6 

1956-57 . 


. 1239-1 

347-6 

279-3 

58-4 

28-1 

4-7 

80-3 

1957-58 


. 1434-2 

379-8 

309-4 

57-8 

26-5 

4-0 

81-5 

1958-59 . 


. 1611-7 

390-2 

321-4 

59-3 

24-2 

3-7 

82-4 

1959-60 . 


. 1732-7 

422-3 

334-6 

74-6 

24-4 

4-3 

79-2 

1960-61 


. 1868-6 

456-8 

358-2 

87-9 

24-4 

4-7 

78-4 

1961-62 . 


. 2055-5 

500-5 

390-5 

99-7 

24-3 

4-8 

78-0 

1962-63 


. 2318-6 

566-8 

429-5 

123-3 

24-4 

5-3 

75-8 

1963-64 , 


. 2634-2 

632-2 

472-3 

145-2 

24-0 

5-5 

74-9 

1964-65 . 


. 2960-6 

660-9 

528-1 

118-1 

22-3 

4-0 

79-7 


Receipts and expenditure under miscellaneous transactions are not included in these 
figures. 

^Represents the percentage of working expenses to gross earnings. 

^Includes in addition to the capital-at-charge of the railways (i.e., capital loan obtained 
from the Government), investments made from the Depreciation Reserve Fund (on improve¬ 
ment of assets replaced) Development Fund and Revenue account. 
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Data in th& table above reflect several developments wluch have taken 
placb in recent years, both on the revenue as well as the expenditure side. 
Thus, the contribution to the Depreciation Reserve Fund was increased to 
Rs. 80 crores per annum in 1963-64. Since January 1962, the railways 
assumed full liability of a ‘common carrier’ instead of a ‘bailee’ only as 
pre\uously, which has accounted for additional expenditure of about 
Rs. 2 crores a year. There have been increases in allowances payable to 
railt^ay staff. The rate of dividend on the capital-at^charge payable by the 
railways to the General Revenues was adjusted upwards in 1963-64 and 
again in 1964-65. 

22. On the revenue side, some increases have been made from time to 
time in freight rates and fares. Thus, the surcharge on freight rates was 
increased from 5 per cent to 10 per cent from 1963-64 and to 12 per cent 
from 1964-65. Some adjustments were also made in 1964-65 in coal 
freight rates on distances beyond 500 kilometres. Certain increases in 
passenger fares were introduced in July 1962, so as to yield an addition 
of about 10 per cent in passenger earnings. In the railway budget for 
19(^-66, freight rates on a few selected commodities have been enhanced, 
rates of increase varying from 4 to 7 per cent, and some increases have also 
beep introduced in passenger fares. Downward adjustments have simul¬ 
taneously been made in the rates for several high rated commodities, mainly 
manufactured products including cotton piece goods, other than dangerous 
goods. 

[23. In our Preliminary Report we had referred to the contribution of 
the railways to the Development Fund and the Depreciation Reserve 
Fund and the rates at which these. Funds were being drawn upon.’ The 
closing balances in these Funds had been steadily declining during the Second 
Plan period because withdrawals from them have exceeded the yearly contri¬ 
butions made to them. To meet expenditure from the Development Fund, 
the i railways resorted to loans from General Revenues to the extent of 
Rs.; 10.98 crores in 1958-59, Rs. 14.85 crores in 1959-60 and Rs. 3.58 
croijes in 1960-61. In 1962-63, fares and freights were raised by the 
railways in order to provide sufficient surpluses to meet expenditures 
chargeable to the Fund. Freight rates were further enhanced in 1963-64. 
With these measures, the trend in the balances in the Development Fund 
commented upon earlier has now been reversed. 

24. During the period 1958—61, withdrawals from the Depreciation 
Reserve Fund were also of a much higher order than appropriations towards 
the Fund. This was possible because previous balances in the Fund were 
available. But with increase in the rate at which the Railways contributed 
to the Fund in 1961-62 and again in 1963-64, the reserve is being gradually 
improved, although, in periods of heavy renewals, even these enhanced rates 


iCommittee on Transport Policy and Coordination, Preliminary Report 8, Chapter 
IX, pages. 65—67 (para 8). 
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do not leave an appreciable margin after meeting expenditures chargeable 
to the Fund. The closing balance in the Fund at the end of 1965-66 is 
estimated at Rs. 71.90 crores. 

25. The broad conclusion which emerges from this analysis is that, 
although the railways have been showing surpluses from year to year, in 
some recent years they have had difficulty in meeting commitments towards 
the Development Fund and the Depreciation Reserve Fund out of their 
current earnings, and were obliged to draw either on the balances in the 
Funds accumulated in the past or on loans from General Revenues. The 
railways obviously will have to be prepared to meet heavier financial com¬ 
mitments in future years. The growing proportion of Itow rated traffic has 
also to be taken into consideration with all its implications for the future 
earnings of the railways. High rated traffic at present accounts for about 
one-half of the total freight earnings of the railways, contributing in 1964-65 
Rs. 208 crores out of a total freight earnings of Rs. 399 crores. 

26. In the planning of transport in future, the need for ensuring the 
financial solvency of the railways has to be kept in view. The railways 
should of course be expected to earn a reasonable return on capital. It has 
to be appreciated that a large proportion of development expenditure of the 
railways is for strengthening railway capacity on existing lines. Thus, over 
the period of the Second and the Third Plans, of the total investment on 
railway development programmes, about 40 per cent related to strengthening 
the capacities over the existing routes, 50 per cent to additions to rolling 
stock and only about 10 per cent to new railway lines. All additional 
investments on railways are determined under the Five Year Plans and are 
made as a result of deliberate Government decisions. These are guided 
largely by the consideration that additional railway facilities should be 
created only for those kinds of traffic for which the railways are inherently 
the most suitable form of transport. As mentioned in the preceding 
chapter, the proportion of fixed or overhead costs is very high on the 
railways and traffic density or the size of the traffic flows has a marked 
effect on railway costs. It is, therefore, in overall economic interest as also 
in the interest of railway finances that once the capacities for additional 
traffic have been built on the railways, they should be as fully utilised as 
possible, due advantage being taken of the economies inherent in large scale 
operations on the railways. 

27. As regards the future of the railways’ public service obligations, as 
we have pointed out earlier, in the conditions obtaining in India, it is inevit¬ 
able that in the foreseeable future the railways should be called upon to 
continue with their obligations imposed on them because of larger public 
service considerations. It will, however, be necessary to ensure that, to the 
extent possible, the financial implications of these obligations are identified 
and are given due consideration in adopting policies for the future. As 
regards the obligation of a common carrier, we feel that the railways would 
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have to continue to discharge these obligations having regard to the present 
stage of development of different modes of transport in the country and in 
view of the requirements of a planned economy. It is necessary to recon¬ 
sider the approach to be followed in the construction of new railway lines 
in future. We are of the view that, generally, the railways should provide 
for only those lines which are expected to yield, over a period of time, normal 
return on the investment involved in their construction. The lines which 
arq expected to be unremunerative even after a few years of their opening 
shquld be taken up only in exceptional circumstances and in all such cases 
provision should be made to compensate the railways for the losses involved. 

28. As regards uneconomic lines, their financial position should be 
reviewed periodically. The justification for the continuance of these lines 
should be considered taking into account the overall transport requirements 
of the areas in question and the extent to which these can be met more 
economically by alternative means of transport. 

, 29. The concessions given by the railways in fares and freight rates 
have to be considered on merits. To the extent that these concessions are 
granted in the larger public interest and involve losses to the railways, 
account should be taken of them in determining the railways’ commitments 
to the general finances. When obligations for uneconomic services arise 
from the executive decisions taken by the Government, the economic justifica¬ 
tion for each such decision shouldTfe critically scrutinised. 

Railway Rating Policy 

30. Historically, railway rates in India have been determined on the 
basis of two considerations, namely, value of service and the cost of service, 
the latter indicating the floor to the extent practicable. The application of 
these principles results in a differential structure of rates. To some extent, 
this approach to railway freight making is warranted by commercial consi- 
dprations. Thus, railways have to adjust their rates suitably in the interest 
of business so as to distribute the burden of their overhead or joint costs 
over various commodities. In regard to bulk commodities like mineral ores 
or coal, which carry comparatively small values in relation to their weight, 
as a commercial undertaking, the railways have so far found it sufficient 
to meet their out-of-pocket expenses with overheads or joint costs being 
partially left unrecovered specially in respect of long distance traffic. The 
greater part of the overhead or joint costs of the railways fall on other 
commodities which are high priced and can bear high charges. Apart from 
commercial considerations, this system of differential rating has in the past 
been also justified by considerations of public policy. The rates w“re 
generally fixed so as to assist certain lines of trade such as coal, important 
raw materials and foodgrains. Because these were commodities of basic 
importance for the economy, low rates were also held to be in general 
economic interest. 
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31. In recent years, railway rating policies have undergone marked 
changes in many countries in which, in the past, railways had a virtual 
monopoly of inland traffic. These changes have been mainly in two 
directions. First, in order to meet the growing competition from road 
transport, railway administrations have tended to adopt cost-based rates for 
different kinds of traffic. This was a necessary condition for maintaining 
profitability under the new conditions. More accurate knowledge of costs 
has made it possible, secondly, to introduce greater flexibility in the rate 
structure and, thus, to improve the capacity of the railways to compete with 
road transport. In France, for example, where the railways have been 
progressively replacing ad valorem by cost-based rates, in addition to 
‘normal’ or ‘fixed’ tariffs, legislation permits the administration, subject to 
certain conditions, to levy ‘exceptional’ tariffs which may be 15 per cent 
above or below the ‘normal’ tariffs and to make reductions in rates in 
favour of particular customers. 

32. In India also, thinking on the subject of railway rates has moved 
steadily in favour of bringing rates closer to costs. As explained in 
Chapter II, the pattern of freight traffic on the railways has been c ha n gi n g 
considerably and the proportion of low rated commodities has been increas¬ 
ing. The problem has not assumed by any means the acute proportions 
reached in several advanced countries, but continuance of these trends with¬ 
out modification in railway rate structure and other policies will doubtless 
affect railway finances seriously in the coming years. Secondly, as has been 
urged in Chapter III, satisfactory schemes of allocation of traffic and invest¬ 
ment in the transport sector for the economy as a whole as well as for 
different regions cannot be evolved without careful technical and economic 
studies, including systematic and continuing data on transport costs. The 
Railway Board have already adopted a forward-looking approach on the 
subject. Since the Railway Freight Structure Enquiry Committee (1957) 
stressed the importance of rail cost studies, several steps have been taken to 
improve cost data. Earlier, the only information furnished in annual railway 
reports related to overall average costs in terms of train kilometres, wagon 
kilometres and tonne kilometres. More recently, studies have been under¬ 
taken to ascertain the break-up of overall average costs into costs identifiable 
with such functional tasks as terminal services, marshalling, line haul, 
repacking, transhipment etc. The Railway Board have also issued detailed 
directions modifying the existing system of classification and allocation of 
expenditure so that the accounts should facilitate analysis of costs for 
passenger and goods services and for different gauges. In the course of the 
next year or two, improved costing data will become available. These will 
enable the Railway Board to determine more accurately the fixed and 
variable costs of freight operation under different heads and to estimate rail 
transportation costs for particular commodities according to pay load, length 
of haul, type of wagon employed, loadability factor, empty return ratio, type 
of traction used and other factors. 
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33. The process of adjusting the existing rates so that they approximate 
as far as feasible, both for operations and for different groups of operations, 
to cost basis will necessarily be spread over several years. Already, during 
the past two or three years, some significant adjustments have taken place. 
Taking advantage of such information on costs as has become available, to 
some extent the disparity between rates on commodities of higher and lower 
values has been reduced. The railway budget for 1965-66 provided for 
certain reductions in freights on a number of high rated commodities, which 
are mainly manufactured goods, and also for selective increases in freights 
on some low rated commcSities which move in large quantities such as iron 
and steel, cement, stone, limestone, ores etc. The Table below^ indicates 
changes in the spread between the highest and the lowest freight rates since 
1st April 1964. Further adjustments to bring about greater correspondence 
between rates and costs may be expected in the future, as better cost informa¬ 
tion becomes available. It is expected that this will help in achieving the 
optimum use of rail capacities under changing cost and other conditions. 
TTiere should be scope also for introducing greater flexibility in the railway 
rating structure so as to conform more closely to the scheme of allocation 
of traffic under conditions in which the available instruments of policy do not 
prove adequate. However, as explained in the preceding chapter, despite 
the changes and adjustments indicated or those which might be proposed 
in the future, there are limits to the railways’ ability to adjust rates on the 
basis of costs fully and in all cases. These limits stem from the wide varia¬ 
tions in costs on the railways, resulting from different conditions of operation 
on the different parts of the railway system and the railways’ obligation, as a 
national undertaking, to have uniform rates all over the railway system and 
the various public service obligations which the railways have to fulfil. 


iRatios between the freight rates for the lowest and the highest classification for 
various distances 


before 1-4-1964 from 1-4-1964 to 31-3-65 from 1-4-1965 


distance 32. 5-A 170— 
ranges (lowest) highest 
(wagon 

(kilometres) loads) 

180—B 
highest 
(smalls) 

32—5A 
(lowest) 

120-B 

highest 

(wagon 

loads) 

130—B 
highest 
(smalls) 

35—A 100—B 
(lowest) highest 
(wagon 
loads) 

no—B 

highest 

(smalls) 

100 

I 

3-7 

3-9 

1 

2-61 

2-82 

1 

2-08 

2-26 

500 

1 

4-9 

5-2 

1 

3-46 

3-74 

1 

2-69 

2-96 

1000 

1 

5-3 

5-7 

1 

3-78 

4 09 

1 

2-93 

3-22 

1500 

1 

5-5 

5-8 

1 

3-89 

4 22 

I 

3 03 

3-32 

2000 

1 

5-7 

60 

1 

3-99 

4-32 

1 

3-10 

3-40 

2500 

1 

5-7 

60 

1 

400 

4-33 

1 

310 

3-41 

3000 

1 

5-7 

60 

1 

3-99 

4-32 

1 

3-09 

3-40' 
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Operational Efficiency 

34. In every sector, large undertakings necessarily give a great deal of 
thought to evolving and applying systematic indices of efficiency for measur¬ 
ing performance, improving the quality of service, reducing costs and seeking 
better financial results from given investments. As an enterprise of vast 
proportions, such indicators have naturally special importance for railway 
administrations at the national, zonal and other levels. Maintenance and 
improvement of operational efficiency on the railways is a condition equally 
important for their success by way of economic and financial results as for 
their ability to fulfil the technical tasks expected of them under the scheme 
of allocation of traffic and the development plan for transport. A critical 
study of the existing methods of measuring and improving upon efficiency on 
the railways has not been undertaken by. us. We, therefore, content our¬ 
selves with a few broad observations on aspects which appear to us to be 
deserving of further attention. 

35. Certain indices of operational efficiency have been in use for many 
years, for instance, for measuring the utilisation of rolling stock such as 
en^ne usage, wagon usage, passenger train performance etc. Some of the 
principal indices like engine kitometre per engine day, net tonne kilometre 
per wagon day and million tonne kilMnetres moved annually per thousand 
kilometres of track showed appreciable improvement over the years. 
Between 1950-51 and 1963-64, with an increase of only 29.4 per cent in 
the average tractive power of engines, the net tonne kilometres per goods 
engine per day rose by 93.7 per cent. The number of locomotives and 
wagons utilised for moving 1 million tonn¥ kilometres on the broad gauge 
have shown a decrease of 20 per cent and 30 per cent respectively between 
1950-51 and 1963-64. Other indices like the turn round period or average 
speed of goods trains are in practice more difficult to interpret because 
speed on sections under diverse conditions tend to be aggregated and 
expressed together and comparisons do not always take place in respect of 
homogenous or similar situations and relevant factors may not readily come 
into the picture. Indices of efficiency may be influenced, for instance, by 
changes in the pattern of traffic, in the. type of traction, in the capacity of 
wagons, in the techniques of loading and unloading, in the volume of traffic 
offering during a given period, etc. Similarly, when large-scale capacity 
works are undertaken, for a period, traffic may be obstructed and operational 
efficiency may suffer. Such factors have to be isolated, so that the customary 
statistics of efficiency in use in railway systems may be objectively interpreted, 
not only in themselves or for the railway system as a whole, but in relation 
to past trends and for specific zones and areas and under comparable condi¬ 
tions. From this aspect, there is scope for reviewing the present scheme of 
presentation of efficiency data as described in the Railway Board’s annuffi 
‘Review of the Performance of the Indian Government Railways’. 

36. The Railway Board have given considerable attention in recent years 
to technical and operational improvements which, though not alwavs easy to 
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measure in terms of traditional indices, have considerable economic signifi¬ 
cance and help the railways to obtain the share of traffic due to them and 
reduce their carrying costs. An example of this is the effort to move bulk 
commodities like coal in train-loads by fast-moving trains between main 
points avoiding both terminal and marshalling delays. In innovations of this 
nature, it is important that the fullest cooperation of trade and industry 
should be secured. Again, in many countries considerable advance has been 
made in the use of devices like containers and piggy-backs which facilitate 
movement across different gauges as well as combined rail-road services, 
railways providing for through movements between railheads and road 
transport organisations ensuring door to door delivery. The beginnings 
made in this direction could be followed up and other forms of joint rail-road 
services could also be encouraged. In the past the railways were able to 
rely almost wholly on traffic coming to them without special efforts on their 
part. However, so many new varieties of goods in so many new centres 
are now being produced and are likely to be produced in the future that 
railway administrations at the zonal and local levels will need to study the 
needs of potential customers much more closely and discover, through market 
research and other ways, of meeting their needs more readily and in a much 
more flexible manner than was necessary in the earlier phases. 

37. Modem large-scale enterprise in the more advanced countries is 
making increasing use of economic, accounting and statistical concepts for 
measuring efficiency, improving reporting systems, reducing capital and 
operational costs, securing more scientific programming and scheduling of 
projects and creating a great sense of personnel incentive and achievement. 
Indian industry is itself only beginning to make use of some of these devices. 
We believe that the Indian Railways are well placed to extend some of these 
techniques to their own operations. This would enable them to relate con¬ 
cepts of technical efficiency more closely to costs of constmction and opera¬ 
tion and to bring their accounting and statistical systems more into line with 
one another. We offer these general suggestions in the hope that they may 
be developed further through the efforts jointly of the Railway Board and the 
Joint Technical Group for Transport Planning and may assist not only the 
Railways but other transport services as well, such as shipping, ports and 
road transport organisations. 
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CHAPTER V 


ROAD DEVELOPMENT AND ROAD POLICY 

In this Chapter we review briefly the progress of road development before 
and since the commencement of planning, the existing deficiencies in the 
road system and in road planning, the main problems which are now emerg¬ 
ing, directions in which policy and planning should be reoriented in the next 
few years, finance of road development programmes, development of road 
research and construction techniques and changes in administrative and 
financial procedures and organisation needed for undertaking large-scale 
roqd construction programmes. 

2. The road problem .—^The state of road communications in a country, 
the extent to which they reach into the interior and the rural areas, the 
number and types of vehicles that move on them and the goods they carry 
and the condition in which roads are maintained are as good an indicator as 
ar 4 y of the level of development and the quality of administrative and techni- 
cail organisation sustained by it. Few things are more ardently sought by 
the people generally than roads capable of meeting their needs, be these 
marketing of agricultural produce, travel and transport to city and town, 
movement through or within a metropolis, accelerating development in a 
backward region so as to bring inaccessible areas within reach, or giving a 
spurt to the local economy. Allied to these economic and social needs, 
strategic and defence needs also loom large now, larger indeed than ever 
before. Yet, the construction and maintenance of roads cost a great deal. 
The gaps left over from the past are extraordinarily large and it has to be 
recognised that, with all the urgency that may be given to this task, the 
building up of a road system which will serve every nook and corner of 
India in a measure equal to the rapidly changing and growing needs of her 
economy will take two decades or more of sustained, intensive and carefully 
plianned effort. As the road system develops, the burden of maintenance 
and continuous improvement also becomes larger and makes heavy claims 
on current resources. Altogether, the dimensions of the road problem in 
India are such that adequate progress is possible only if at each level—from 
the local rural community and the town and city to the region, the State 
and the nation—there is readiness to pay for the construction and mainten¬ 
ance of roads, to discover ways, both direct and indirect, of shouldering this 
enormous and continuing responsibility. At the same time, the possibilities 
of science and technological research must be exploited to the full so as to 
reduce the costs of construction and maintenance and promote the use erf 

local materials and other resources to the greatest extent possible. 

60 



ROAD DEVELOPMEKT AND ROAD POLICY 


61 


Review of Progress 

3. In relation to present needs, despite the effort devoted to road develop¬ 
ment since the end of the Second World War the road system is still inade¬ 
quate in many ways. It is worth recalling that, before Independence, hav¬ 
ing regard to the conditions of the times, the limited aims in view and the 
State of economic development, few fields of public policy received the same 
degree of systematic attention from administrators and engineers as the 
construction and maintenance of roads. The Indian Roads Congress was 
established in 1934 and has functioned continuously at an advanced techni¬ 
cal level. Problems of road development, as they presented themselves in 
the late twenties, were carefully considered by the Indian Road Develop¬ 
ment Committee as far back as 1927. 

4. The Nagpur Plan .—In 1943, Chief Engineers incharge of roads 
throughout the country met at Nagpur and evolved a 10 year road develop¬ 
ment plan to meet the country’s requirements over the twenty year period 
from December, 1943. This has since come to be known as the “Nagpur 
Plan”. The plan proceeded on the basis that in highly developed agricul¬ 
tural areas no wiilage should be more than two miles from a road, nor more 
than five miles from a main road, the average distance from a main road 
being generally less than two miles. In non-agricultural and less developed 
areas, no village should be more than five miles from a road, nor more than 
twenty miles from a main road, the average distance from a main road being 
6 or 7 miles in most cases. It was reckoned that if road development pro¬ 
ceeded along these lines, in 10 years, the length of surfaced roads could 
increase from 88,000 to 123,000 miles (140,800 to 196,800 kilometres) 
and of unsurfaced roads from 132,000 to 208,000 miles (211,200 to 
332,800 kilometres). 

5. Road development plans drawn up in the post-war reconstruction 
phase and under the First and Second Five Year Plans have broadly follow¬ 
ed the approach of the Nagpur Plan as translated in terms of the require¬ 
ments of different parts of the country. It is necessary to recall in this 
connection that when the Nagpur Plan was formulated the British Indian 
provinces and some of the larger princely States participated in it, but a 
number of small territories were not much in the picture. It took about 
six years between the integration of the princely States and the promulgation 
of the Constitution and the Reorganisation of States Act of 1956 for the 
boundaries of several States, as the constituent units of the Union of India, 
to assume a final shape. It was only then that in several parts of the coun¬ 
try new road plans could begin to be drawn up in terms of five-year periods 
as well as for longer periods. 

6. Progress since 1951.—By 1951, the country had about 97,000 miles 
(155,200 kilometres) of surfaced roads and about 151,000 miles (241,600 
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kilometres) of unsurfaced roads. Progress since 1951 is shown in the 
following table ; 


Table 1: Progress in road development 


miles 


kilometres 


March 

surfaced 

roads 

unsurfaced 

roads 

total 

surfaced 

roads 

unsurfaced 

roads 

total 

1951 

97,567 

150,945 

248,512 

156,107 

241,512 

397,619 

1956 

113,725 

195.931 

309,656 

181,960 

313,490 

495,450 

1961 

146,512 

294,113 

440,626 

234,419 

470,581 

705,CCO 

1962 

153,477 

311,887 

465,364 

245.563 

499,019 

744,582 

1963 

156,561 

313,325 

463,886 

250,498 

501,320 

751,818 

1966 

(anticipated) 

177,300 

421,400 

598,700 

283,680 

674,240 

957,920 


Between 1951 and 1963 the length of surfaced roads increased by about 60 
per cent and of unsurfaced roads by about 107 per cent. By the end of 
the Third Plan a further addition of 20,739 miles (33,182 kilometres) 
of surfaced roads is anticipated as well as a substantial length of unsurfaced 
roads. Over the period 1951-62 the annual expenditures on roads rose 
four-fold from about Rs. 18 crores to Rs. 72 crores. Since 1962, on 
account of the onset of the emergency, road development programmes have 
been accelerated still further and expenditure on roads rose from Rs. 72.4 
crores in 1962-63 to Rs. 107.5 crores in 1964-65 and a budgetted outlay 
of Rs. 135.20 crores in 1965-66. In addition, extensive programmes of 
road construction in the border areas have also had to be undertaken. 


7. The total length of roads during the years 1951, 1956 and 1961, 
classified by function, is given in the table below : 


Table 2; Length of roads during the years 1951, 1956 and 1961 classified by function 

1951 1956 1961 



(miles) 

(kms.) 

(miles) 

(kms.) 

(miles) 

(kms.) 

national highways . 

12,310 

19,696 

12,803 

20,485 

14,065 

22,504 

state highways 

26,600 

42,560 

29,302 

46,883 

38,557 

61,691 

major distric roads 

55,800 

89,280 

59,146 

94,634 

70,515 

112,824 

other district roads . 

50,500 

80,800 

54.018 

86,429 

69,569 

111,310 

village roads 

i 103,302 

165,283 

150,368 

240,589 

241,614 

386,582 

unclassified roads 

• • 


4,019 

6,430 

6,306 

10,090 

total 

248,512 

[ 397,619 

309,656 

495,450 

440,626 

{ 705,002 
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8. Twenty year road development plan for 1961-81.—By the end of 
the Second Plan, the targets of road mileage envisaged in the Nagpur Plan 
had been reaUsed for the country as a whole, although progress as between 
individual States and regions was by no means even and large tracts still 
lagged behind. Towards the end of the Second Plan, Chief Engineers from 
the Centre and the States met together to formulate a new twenty-year road 
development plan for the period 1961—81, The plan proceeded on the 
basis that in developed agricultural area no village should remain more than 
4 miles from a metalled road or more than li miles from any type of road. 
In working out specific proposals, factors such as area, population, regional 
levels of development and development needs and possibilities were to be 
taken into consideration. Under the Plan, compared to an average at the 
end of the Second Plan of 26 miles of road for every 100 square miles or 
of 16 kilometres for every 100 square kilometres, the plan envisaged that 
by 1981 the average length of road would be 52 miles per 100 square miles 
or 32 kilometres per 100 square kilometres of area. The plan also proposed 
a scheme of priorities which included, amongst others, provision of missing 
bridges, improvement of road surface to at least one-lane black-topped 
specifications for National and State Highways, widening of the main roads 
in the vicinity of large towns to two-lanes or more and provision of two- 
lane roads on the major arterial routes. The cost of completing the pro¬ 
gramme was estimated at Rs. 5200 crores, of which Rs. 630 crores were 
for village roads. The plan outlined by the Chief Engineers has remained 
a broad guide for more detailed planning in the States and its priorities have 
been generally kept in view. However, so far specific commitments have 
been made by the Central and State Governments only in terms of five-year 
and annual plans of development. It is far from certain whether the targets 
suggested by the Chief Engineers will be accomplished within the twenty 
year period. Even so, if it is appreciated that by March 1966, India will 
have only 47.6 miles of road for every 100 square miles of area (or 29.7 
kilometres for every 100 square kilometres) and 109.4 miles (175 kilo¬ 
metres) for every 100,000 of population, the plan calls for a scale of 
construction and investment much greater than that attained thus far as 
well as for a high degree of integration between the efforts of various autho¬ 
rities at the national. State, regional and local levels. 

Emerging Problems and Need for Systematic Road Planning 

9. With the enormous lag inherited from the past, it is an extraordinarily 
difficult undertaking to develop the road system to enable it to meet with 
any degree of adequacy needs which are newly emerging or are now being 
more fully recognised. While larger road programmes are undertaken, the 
growth of the economy brings new needs and problems into relief. At the 
same time, the problem of allocating the limited resources available between 
many competing objectives becomes much more complex. Yet, roads are 
to crucial to national and regional development and the resources involved 
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are of such substantial magnitude that careful planning and constant search 
for economy must be regarded as the keystones of road programmes in the 
future, whether these are undertaken by the Centre or the States or by local 
authorities. 

10. Existing deficiencies in the road system .—^By any standard, the 
total length of roads available at present must be regarded as being meagre 
euou^ to constitute a drag on economic growth. Even with the network 
now existing, certain deficiencies stand out because they reduce the efficiency 
o| the road system to an extent which is not yet sufficiently appreciated. 
One of the most important of these concerns the question of satisfactory 
n^aintenance, for which much larger resources need to be made available. 
Rpad crusts originally meant to carry mainly light traffic are unable to stand 
t% heavier traffic and the greater volume of movement which have develop¬ 
ed in recent years. If adequate funds are not made available for mainten¬ 
ance as well as for timely strengthening of road crusts and for reconstruc¬ 
tion of weak bridges and culverts, the damage done gets well beyond the 
scope of normal repair works. Between 1952 and 1962, while expenditure 
oh road development increased four-fold, provision for maintenance increas¬ 
ed only from Rs. 22 crores to Rs. 44 crores. There is indeed widespread 
evidence of the work of upgrading the existing roads failing to keep pace with 
the development of traffic. 

Secondly, the road system has grown up over time and on several routes 
there are stiU numerous missing links, unbridged river crossings, weak cul¬ 
verts and bridges and weak and inadequate road pavements. Since Inde¬ 
pendence, about 2800 kilometres of missing links and 150 major bridges 
have been constructed, 18,000 kilometres of low grade sections improved 
and 5,000 kilometres widened to two lanes. Even with this effort, the 
hjiational Highway system, which comprises the principal trunk roads of the 
country, will have at the end of the Third Plan no less than 400 kilometres 
of missing road links, more than 50 major bridges still to be built, nearly 
]j9,200 kilometres of one-lane roads, and large numbers of narrow and 
weak culverts and bridges and large numbers of rail-road crossings due 
fbr replacement by under or over bridges and bye-passes in and around 
urban and industrial areas awaiting construction. Thus, lack of uninter¬ 
rupted movement diminishes the contribution of the system as a whole. 

Thirdly, most of the arterial highways in the country have road surfaces 
with a thickness of 9 to 10 inches instead of a thickness of 18 to 22 inches 
which heavy duty vehicles, now coming into greater use, increasingly 
demand. Moreover, besides being built to low specificatiems, most of the 
roads are single lane, that is, 12 feet wide, and travel along them is both 
filower and less safe than it need be. 

I Fourthly, work on the highways has proceeded over long years some¬ 
what independently in different States and without sufficiently close atten¬ 
tion to the need for evolving an integrated road network for the country as 
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a whole. The result is that, frequently, highways between neighbouring 
States have remained unconnected and rivers separating one territory from 
another or passing through more than one territory have remained unbridged 
at points vital from standpoints wider than those of traffic within individual 
States. To a limited extent, the scheme of inter-State roads and roads of 
economic importance, which the Central Government first sponsored in 
1953, has helped to reduce this deficiency, but in turn this has tended to 
throw greater responsibility on the Central Government. Moreover, the 
resources available for this category of roads have not been adequate in 
relation to the size of the problem. 

11. Economic criteria in road development .—^Each of the deficiencies 
pointed out above has been accentuated by the growth of trafiBc, increase 
in the number of heavier vehicles and the need for faster movement. These 
factors mark a major qualitative change in the character of the road problem. 
Increasingly, aspects such as the width of the road surface and the specifi¬ 
cations to which roads are built become key elements in the planning cS. 
roads. Road construction also becomes more costly and calls for larger 
resources. 

12. In the past, road development plans were conceived largely in terms 
of increase in length of road and completion of missing links. In develop¬ 
ing roads administradve considerations were pre-eminent, specially the need 
to link up the capitals of States with the headquarters of districts, tehsils, 
talukas and development blocks. Road development was seen less often 
as a major factor in economic growth or, where it was, adequate resources 
could not be readily provided for the systematic development of roads as a 
means to more rapid economic development. In a degree, decisions on 
which specific roads could be taken at each stage of development might be 
influenced by representation from different areas and by shorter-term consi¬ 
derations and needs. Admittedly, in this field, objective economic criteria 
are easier to enunciate than to apply. Nevertheless, in view of the large 
investments now involved, it is important to adopt economic criteria to the 
utmost extent possible, to undertake careful traffic surveys and forecasts 
and, in the choice of major road projects, to proceed on the basis of cost- 
benefit studies before committing substantial resources. 

13. Major emerging problems .—^It was inevitable that the approach in 
the earlier phases of road development should be extensive rather than 
intensive. From this latter aspect there are four extremely important prob¬ 
lems which can now be identified and must increasingly influence the plann¬ 
ing of the road system. These are (1) provision of roads related to major 
industrial, mining and other development projects, (2) rural market roads, 
(3) roads for the development of backward areas and regions, including 
hill areas and coastal areas, and (4) road systems in metropolitan areas and 
large cities and their environs. A few observations on each of these pro¬ 
blems will be pertinent. 



66 


TRANSPORT POLICY AND COORDINATION 


14. Roads for development projects .—In recent years, large tracts have 
been covered by irrigation and hydro-electric projects. New centres of 
industrial growth have been established. Mining projects have opened up 
areas which had long remained secluded and inaccessible. Roads and the 
transport facilities which roads make possible have a vital role in realising 
the full development potential of the large investments entailed in these 
projects. In practice, frequently, suflScient attention has not been given 
to the development of adequate road system in and around project areas 
and by way of links between a growth centre and other points. Greater 
coordination in planning and implementation would make for faster deve¬ 
lopment as well as cheaper transport. In many States, it has been observ¬ 
ed, in the past roads have been planned without giving sufiScient priority 
to the needs of areas or centres of high potential growth. Sometimes, be- 
causje the Central Government undertook the industrial and other invest¬ 
ments or provided the finance needed, on the plea that the related road 
development should also be supported 1^ it. States have hesitated to allow 
for it in their own plans. Later, such gaps in planning have assumed the 
shape of special problems demanding immediate action. Road plans should 
take full account of the industrial and other development needs as these arc 
likely to arise over a period of years. They should be informed by the 
samt long-term perspective of development as are programmes for agricul¬ 
ture, industry, power and other aspects of the economy, both for the coun¬ 
try as a whole and within each State and region. 

15. Rural roads .—There is growing realisation that the problem of 
rural roads has not been given the key importance due to it in the plann¬ 
ing of road systems. The linking of towns and administrative centres by 
road is but the beginning of development. To carry development far into 
the interior, to bring each village into swift communication with the market, 
to carry fertilizers and implements and other goods and facilities into every 
village, to complete the system of inter-village communications so that each 
area developts an integrated economy of its own, and costs of transport for 
rural areas are reduced all along the line, the road system and road trans- 
porjt services must be developed in depth. To do so, the resources needed 
mu^t be found as an essential element in the scheme of planned develop¬ 
ment. The economic significance of road development in relation to the 
strengthening and diversification of the rural economy and to social change 
in rural areas cannot be too greatly stressed. In the past, in the allocation 
of Plan funds for road development distinctive attention has not been given 
to the needs of rural areas and far too much has been left to such effort 
as local rural communities might themselves be able to muster. Nor has 
sufficient attention been given to the formulation of district road plans 
through which district roads, rural market roads and village approach roads 
may be developed as an integrated system capable of meeting growing local 
needs and accelerating the development of the rural economy of each area. 
Wc consider such district road plans to be an essential ehuient of planning 
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at the district and block level and equally of planning for the road system 
of the State as a whole. We suggest that in each State phased program¬ 
me for the development of rural roads should be drawn up on a district 
and area basis. Priority should be given to areas in which intensive agri¬ 
cultural development plans are being undertaken or where new resources 
such as irrigation and power, have come into use and their fullest utilisa¬ 
tion, along with complementary development, is likely to promote rapid 
economic growth. In such cases, the development of communications and 
of marketing facilities constitutes an integrated activity and should be 
undertaken as a matter of considerable urgency. In other areas, depend¬ 
ing upon the study of conditions and assessment of needs, the develop¬ 
ment of local communications networks may be accomplished in stages over 
a longer period. We would further urge, as a conclusion drawn from 
past experience, that State Governments should definitely earmark a pro¬ 
portion of the allocation for roads in their plans for rural market roads and 
for assisting villages in the construction of approach roads connecting villag¬ 
es with one another and with market roads. It is for each State to con¬ 
sider the proportion of funds to be so earmarked, but in our view about 
a fifth of the State Plan allocation for roads should be regarded as the 
minimum. We also recommend that as part of the scheme of Central assis¬ 
tance for the plans of States, assistance given specifically for rural roads 
should lake the form of a grant to the extent of 33-1/3 per cent of the 
actual expenditure incurred by each State under its annual plan. 

16. Roads for backward and hilly regions .—Disparities in development 
between the more advanced and the less advanced regions are often reflect¬ 
ed most glaringly in the comparative state of their road communications. 
In lifting the economy of the more backward areas, such as scheduled areas, 
hill areas, coastal areas and others, improved road communications can 
make a contribution far exceeding the investments needed. Such invest¬ 
ments should, therefore, have high priority in plans for the development 
of markedly backward regions which should be specified in advance in the 
plan of each State. We also recommend that as in the case of rural roads. 
Central assistance should be given for road development in the specified 
regions by way of grant to the extent of 33-1/3 per cent. 

17. Roads in metropolitan areas .—We may refer, finally, to the com¬ 
plex problems of road dexelopment in metropolitan areas, in large cities 
and in growing industrial towns. Cities such as Calcutta and Bombay pre¬ 
sent these problems in an extreme form, but others, like Madras, Delhi, 
Kanpur and Ahmedabad also demand urgent attention. In varying degree, in 
these cities the pressure of traffic is increasing fast, there is acute congestion 
and rail-road level crossings frequently cause obstruction, and neither the 
road system nor the road transport facilities can cope with the volume of 
traffic. In each of these cities, according to its circumstances, it is neces¬ 
sary to take an overall long-term view of transport needs, both for passen¬ 
gers and for goods, and to plan road development, development of road 
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transport services and, where necessary, suburban rail transport as parts 
of a comprehensive and integrated scheme. In metropolitan and other 
large cities, the planning of transp>ort has to be closely related to the scheme 
of long-term urban planning and location of industrial and economic acti¬ 
vities. In evolving transport plans there has to be the closest possible 
boUaboration between the various agencies of the State Government, the 
local municipal administration and planning authorities and those respon¬ 
sible for operating road and rail transport services. In view of the increas¬ 
ing complexity and importance of the problems of metropolitan transport, 
which are likely to grow considerably over the next decade, at the sugges¬ 
tion of the Planning Commission and the Ministries of Railways and 
Transport, the Committee on Plan Projects has recently appointed an expert 
Study Team on MetropoUtan Transport to investigate into these problems 
|n relation to Calcutta, Madras, Bombay and Delhi. It is hoped that as 
part of the process of drawing up the road plans. State Governments will 
give similar attention to the transport problems of other large cities. 

18. Central and State Road Planning Boards .—^In the preceding para- 
^aphs, in referring to the existing deficiencies and the needs which have 
how emerged so clearly, we have also drawn attention to the princi¬ 
ples which should guide road planning in the future. We expect that the 
series of regional transport surveys now under way throughout the country 
will throw up valuable data and projections with reference to which road 
development programmes can be formulated, more readily than in the past, 
as integral parts of overall long-term transport plans, comprising all modes 
df transport, and closely linked with industrial and economic development 
plans for each region. The scheme for systematic numbering of the main 
highways in each State, to which effect is at present being given, will help 
in linking together the road systems of different States, in selecting roads 
which could be taken up with the greatest advantage as inter-State roads, 
in establishing priorities for major works and also in coordinating plans 
for the development of National and State Highways. 

19. The various objectives in road development outlined above will 
ckll for a great deal of continuous and systematic planning at the national. 
State and local levels. We, therefore, strongly endorse the proposal, which 
the Transport Development Council approved in July, 1964, that Road 
Planning Boards should be set up by the Central Government as well as by 
State Governments. These Boards are envisaged as high-level technical 
advisory bodies which will consider plans for road development in the wider 
economic perspective and in relation to economic and other relevant criteria. 
It is our hope that, working in close cooperation with one another, the 
Central and State Road Planning Boards will help evolve an integrated 
national road network and will give attention in a precise manner to such 
aspects of planning as traffic surveys, cost-benefit studies, economies in 
construction costs, maintenance norms, means to maximise the benefits of 
relad development through greater coordination with development in other 
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sectors, road development in backward regions, rural roads and road deve¬ 
lopment in metropolitan and other cities. Road Planning Boards should 
take full advantage of data thrown up in the preparation of the long-term 
transportation plan for the period ending 1975-76 and should also initiate 
fresh investigations, where necessary, through various existing agencies. 
Above all, they are expected to serve as an important instrument for bring¬ 
ing a great deal of knowledge and foresight available to bear on the plarm- 
ing of road systems at the national, regional and local levels, so that roads 
can make the maximum contribution to economic development. Given 
this approach, if roads which exist already are maintained in good condi¬ 
tion and greater attention is given to construction economies, it should 
become possible to secure larger resources for the systematic expansion 
and improvement of the road system. The Central and State Road Plann¬ 
ing Boards should also consider the question of securing close coordina¬ 
tion between road programmes in border areas and other road program¬ 
mes. A project like the lateral road stretching from Bareilly to Amingaon 
across four States has a vast development potential if, at the same time, 
feeder roads and other aspects of development are simultaneously integ¬ 
rated with it. Road development now demands a degree of continuity, 
accuracy, planning in detail and freedom from arbitrary cuts in allocations 
once the initial allocations have been determined for a five year period, 
and it is hopedi that throu^ their working the Central and State Road 
Planning Boards will help create these essential conditions. 

Finance of Road Development 

20. National and State Highways .—At present the Central Government 
finances the construction and maintenance of National Highways, resources 
for new development being provided under the Five Year Plans and for 
maintenance from the normal budget. Depending upon the resources that 
can be allocated under each Plan, additional State roads are declared as 
National Highways in accordance with the National Highways Act, 1956, 
and responsibility assumed for their future development and maintenance. 
The National Highway system now comprises a length of 14,925 miles, 
(23,880 kilometres), compared to 13,800 miles (22,080 kilometres) in 
1956 and 32,000 miles (51,200 kilometres) envisaged in 1981 in the Chief 
Engineers’ proposals for the period 1961-81. It is important that the 
National Highway network should expand steadily. This will strengthen 
the trunk communications from the point of view of the country as a whole 
and enable States to devote greater attention to the improvement of roads 
in the interior, to rural roads and to roads designed to achieve rapid deve¬ 
lopment in the more backward regions. 

State Highways fail within the field of responsibility of State Govern¬ 
ments. Resources for development are provided under the Five Year 
Plans and for maintenance under the normal budget. As part of the assist- 
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ancc which the Centre makes available to States for financing their Five 
Year Plans, loans are given for road development. 

For a number of years, the Central Government has aided the construc- 
jtion of selected roads which provided inter-State links or had special eco¬ 
nomic importance. Responsibility for maintaining these roads continues 
;to rest with the States. In our view, road plans at the Centre should 
icontain adequate provision for these two categories of roads. For, they 
[represent a convenient and flexible means of removing important gaps in 
communications between States, ensuring coordination in planning and of 
assisting States in expediting the construction of costly road projects which 
are important both from the national and regional considerations. In 
j regard to inter-State road schemes, we visualise the Central Government 
assisting, for instance, in the construction of bridges, the road lengths being 
provided by the States concerned in an integrated programme forming 
part of their respective road plans. 

As stated earlier, provisions for maintenance have in recent years been 
less than adequate both for National and for State Highways. It is import¬ 
ant that suitable norms should be set for this purpose and arrangements 
for ensuring effective maintenance strengthened further. 

21. Rural roads. —^Hitherto, the approach in respect of rural roads has 
been much less systematic than for State Highways and District Roads. 
Voluntary contributions by the people in the villages have helped build 
up a considerable length of unsurfaced roads, but often these can be used 
only in fair weather and deteriorate rapidly. It is, therefore, essential that 
the construction of village approach roads, undertaken through local effort, 
supported by a measure of assistance for masonary works, should itself 
be part of a larger area plan, which provides both for continuous mainten¬ 
ance and gradual change-over to higher specifications. Local authorities, 
such as Panchayat Samitis and Village Panchayats should be made respon¬ 
sible for village approach roads and should be placed in a position to sup¬ 
port local voluntary effort, specially in respect of masonary works. 

22. In regard to rural market roads, we have already proposed that a 
proportion of the State Plan allocation for roads, generally not less than 
20 per cent, should be earmarked by each State Government for these 
roads and the Central Government should share the cost equally by way 
of grant as part of the total quantum of Central assistance agreed to for 
the State Plan. We have further recommended that this measure of assist¬ 
ance should be made available for road programmes in markedly back¬ 
ward areas, including hilly regions and coastal areas, which are specifically 
identified in advance at the time of formulating the State Five Year Plans. 

23. The Central Road Fund .—In 1929, on the recommendations of 
the Indian Road Development Committee, the Government of India consti- 
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tated a non-lapsing Central Road Fund. The Committee had recommend¬ 
ed that an additional duty of 2 annas per gallon be levied on petrol and 
the proceeds credited to the Fund and utilised for road development. The 
proposal was accepted and the duty was raised in 1931 to 2i annas per 
gallon. Of the proceeds, 80 per cent are allocated to State Governments 
on the basis of actual consumption of petrol within their territories and 
from the balance, which is retained at the Centra as the Central Road 
Fund (Ordinary) Reserve, grants are made for expenditure on experi¬ 
mental and research schemes and for' specified projects for the construc¬ 
tion of roads and bridges. There is another sub-division of the Central 
Road Fund, called the “Special Reserve” to which contributions made 
by other Central Organisations like the Ministry of Defence etc. for road 
works required to be executed for meeting their requirements are credited. 
It seems to us that the scope and financing of the Central Road Fund caUs 
for a fresh review. We are not ourselves in a position to undertake this 
review because several administrative considerations and commitments 
entered into in the past are involved. In principle, we see considerable 
advantage in maintaining a non-lapsing Central Road Fund which may be 
utilised for financing selected schemes, such as are apt to be lost sight of 
in the ordinary course. We have in mind particularly research and experi¬ 
mental work on a much larger scale than is being currently undertaken, 
re^onal transport surveys, traffic studies and construction of bye-passes and 
over and under bridges at rail-road crossings on trunk roads in large cities. 
The portion of the Central Road Fund allotted to States has in practice 
become an integral part of their financial resources and it is difficult at 
this stage to suggest its allocation for specific purposes. At present the 
Central Road Fund is credited to the extent of 16 paise per gallon from 
the customs and excise duty levied on motor spirit, the annual proceeds 
being about Rs. 4 crores. Of this only 20 per cent remains with the Centre 
in the Central Road Fund (Ordinary) Reserve. We feel that it will be 
in the interest of systematic long-term road development to enlarge the 
resources available in this Fund at the Centre. How best this may be 
done is a matter for the consideration of the Ministry of Transport in 
consultation with the Ministry of Finance. A flexible non-lapsing source 
of this nature, from which specific schemes of the kind indicated earlier 
can be initiated by the Centre has advantages which are not to be measured 
only by the actual amounts allotted. We would, therefore, hope that 
from a larger planning objective the hands of the Ministry of Transport 
will be suitably strengthened through the Central Road Fund. 

24. Tolls .—Tolls can be another useful source of finance for selected 
projects. Collection of tolls at numerous points could cause obstruction to 
traffic and add significantly to costs of movement. A general levy of tolls, 
therefore, is not at all desirable. However, tolls should be applied select¬ 
ively to major projects involving heavy costs such as major and costly 
bridges, large tunnels and express highways. For these projects, special 
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long term loans could be advanced and costs could be recovered over a 
period through levy of tolls. In view of the hkely benefits from such pi ejects 
to the users, there should be little resistance to payment of tolls. In each 
case suitable arrangements should be made to ensure speedy collection with 
minimum slowing down of traffic. 

i Road Research and Construction Techniques 

2^. In the preceding paragraphs we have drawn attention to the inade¬ 
quacies of the highway system in the matter of the total mileage of the 
roads, their disposition, as well as their condition under the increasing 
stresses of present day traffic. The loads, the speeds, and the intensity 
of traffic on roads have increased considerably in the last few years and 
may Ibe expected to increase further with the general development of the 
country. On many routes the existing road pavements are proving inade¬ 
quate in width as well as in strength. It is becoming urgently necessary 
to upgrade such roads, that is, to widen their pavements, strengthen the 
hard' crusts, and provide improved and high class surfaces with cement 
concrete, asphaltic carpets, etc. Long lengths of completely new roads of 
high standards have also to be built in some cases and the old methods of 
stage construction are not always applicable because traffic develops very 
fast soon after the road is built. 

Under these circiunstances, the need to adopt modem and advanced 
construction techniques is obvious. Techniques involving efficient use of 
available materials have to be introduced so as to achieve overall economy. 
This requires detailed testing of materials and control of quality for high¬ 
way works. Continuous research for improving techniques and specifica¬ 
tions is also essential. 

26. In the past, when the volume and intensity of traffic were low, 
a whterbound macadam road served the needs of traffic adequately. Sur¬ 
face dressing with bitumen or tar was considered to be more than adequate 
eveui for the main roads. These specifications are no longer adequate on 
manjr sections of National and State Highways. It is, therefore, necessary 
to adopt techniques which have been evolved and found successful for 
highly trafficked roads such as stabilimtion of soil, controlled compaction 
of road embankments, properly designed and controlled dense bituminous 
carpets, properly controlled high strength cement concrete used in conjunc¬ 
tion with high-tensile steel in prestressed concrete bridges and others. 
These new techniques call for precise testing of materials and quality 
control. In addition to facilities for research, it is necessary to provide for 
a chain of testing and control laboratories, so that full advantage may be 
taken of the new techniques evolved in India as well as in other countries. 

At present, besides the Central Road Research Institute whidi 
servos as a national laboratory, there are road research stations in some 
States, as in Madras, Uttar Pradesh, Punjab and West Bengal. These 
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stations perform the function of testing and control, but are not always 
adequately equipp>ed and staffed for research work. We consider that test¬ 
ing and control laboratories should be set up in aU States. Progressively, 
they should develop research activities on their own and in association with 
the Central Road Research Institute. Each State should also have a number 
of mobile field laboratories for on-the-spot testing and quality control of 
road and bridge construction. It is also necessary to carry out an exten¬ 
sive survey of road building materials and to arrange for their systematic 
testing. The results of the surveys and tests should be suitably compiled 
and published. 

28. To bring together the results of research work done in the various 
laboratories and to avoid unnecessary repetition and duplication, it is neces¬ 
sary to coordinate work undertaken at the various laboratories. The Indian 
Roads Congress, in cooperation with the Roads Wing of the Ministry of 
Transport and the Central Road Research Institute has been undertaking 
this function. The time has, however, come when more definite arrange¬ 
ments should be made for the conduct of research, for the coordination of 
the results of research work done in the country and for giving wide publi¬ 
city to the results achieved. We recommend that a Highway Research 
Board should be set up for the purpose on the lines of a similar Board 
which exists in the United States.^ 

29. As stated above, the new road building techniques require a high 
degree of control during execution. Such control is not practicable in the 
case of manual methods of construction where quality depends on the 
personal factor of the individual workman and supervisor. The personal 
element has therefore to be supplemented increasingly by the use of road 
building machinery. Therefore, both to gain speed in operations and to 
ensure control over quality, special steps have to be taken to promote the 
manufacture of all essential road construction equipment within the 
country. 

30. To secure sustained work in the field of road research it is essential 
that adequate resources should be provided on a continuing basis. Both 
the Central and State road plans should provide funda specifically for 
research. Subject to the ability of research units to utilise these funds, 
they should not be diverted to other purposes. The provisions made and 
the steps taken in the past in this connection have not been adequate. 
In 1957, following a recommendation by the Indian Roads Congress, the 
Ministry of Transoort recommended to State Governments that they should 

iThe Highway Research Board of USA is a cooperative organisation cf highway 
technologists which functions with the support of several highway departments, 
the Bureau of Public roads and many other organisations interested in the development of 
highway transportation. The Board seeks to encourage research and to provide a clearing 
house and correlation service for research activities and information on highway adminis¬ 
tration and technology. It was established in 1920 as an agency of the Division of 
Engineering and Industrial Research, one of the eight functional divisions of the National 
Research Council. 
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earmark at least 1 per cent of their Central Road Fund allocations for 
road research. This represents a meagre provision for research in high¬ 
ways. It is obvious that the tasks to be fufilled through continuous research 
should be carefully specified from time to time in relation to the road 
development programme of each region and, besides provision of funds, 
the necessary organisations for follow-up should be established. To 
encourage the adoption of the results of research and promote the use of 
qew techniques of road construction, local materials etc., the Government 
cjf India set up in 1961 a Central Assessment Committee, which underwrites 
dny loss or excess costs incurred by a State on account of the failure of a 
new technique adopted by it. In the light of the experience gained so far, 
the work of the Committee should be reviewed and its programme and 
(Organisation strengthened. 

Administrative Organisation 

31. Roads in India are divided into five categories : National Highways, 
State Highways, Major District Roads, Other District Roads and Village 
Roads. Of these. National Highways fall directly within the sphere of 
responsibility of the Central Government, while the other categories of 
roads form part of the plans of States and of local authorities. The 
Central Government meets the entire expenditure required for the cons¬ 
truction, improvement and maintenance of the National Highways. As 
stated earlier, the Central Government also assists State Governments in the 
(ponstruction of selected roads of inter4State and economic importance. 
Similar assistance is extended for roads taken up for strategic reasons. 
Within the States, ‘Other District Roads’, which include roads linking 
market centres. Block headquarters, etc. and village roads are looked after 
by local authorities such as the Zila Parishad, the Panchayat Samiti and 
the Village Panchayat. As part of the assistance given by the Central 
Government to State Governments for their Five Year Plans, loans are 
being made available for the road programmes of States. In the past 
enough attention has not been given to planning for the entire road system 
of a State in an integrated manner, including in it both National Highways 
and roads for which the State Governments are responsible. There has 
also been need for greater work on district road plans, so that, within 
the framework provided by the State road plan, roads connecting market 
centres, small towns and villages could be planned and executed in a syste¬ 
matic manner. 

32. Although the Central Government is responsible for the adminis¬ 
tration and finance of National Highways, hitherto construction and main¬ 
tenance of these roads have been undertaken by Public Works Departments 
in the States acting as agencies on behalf of the Centre. The Central 
Government has not had a road construction agency of its own at its dis¬ 
posal. With the large programmes of road construction which it has been 
necessary to take up in recent years in Assam, West Bengal, Rajasthan and 
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Gujarat, and the considerable burden thrown in consequence upon the 
Public Works Departments in the States, it has been felt that there should 
be a road construction agency with the Central Government which can 
supplement the State agencies to the extent necessary and, on the basis of 
agreed programmes, can also take up some of the difficult works. In seve¬ 
ral States the volume of road construction work is now large enough to 
justify the setting up of separate Highway Departments with specialised 
highway and bridge engineering personnel who are able to provide the 
technical planning and supervision needed in highway road and bridge 
construction and to ensure the standards required on high specification 
roads. Besides undertaking specific works, in cooperation with the State 
agencies, the proposed construction organisation at the Centre could main¬ 
tain a, pool of road construction machinery which could be made avail¬ 
able as and when required by State agencies engaged in completing works 
of an emergency nature or works requiring superior technical standards. 
State Public Works Departments have been undertaking traffic surveys as 
part of their normal work. The stage has reached when special Traffic 
Engineering Cells devoted to and equipped for the task of carrying out 
trafiHo studies and ^ving attention to the problems of traffic engineering 
and road safety should become a normal feature of organisation in Public 
Works and Highway Departments. It is also essential that in respect of 
major road projects, before decisions to commit large funds are made, 
cost-benefit studies should be undertaken. This will assist in the application 
of sound economic criteria and help obtain the maximum results from 
investment on road development. Each Road Planning Board to which a 
reference has been made earlier, should make its final recommendations 
regarding plans of road development after taking into consideration the 
requirements of the State and its different regions as well as the results 
of economic and technical studies. 



CHAPTER VI 


! ROAD TRANSPORT 

Road Transport Industry 

Beginining in a small way after the first world war, by 1938-39, com- 
mercisd motor transport comprised a total fleet in ‘British India’ of 23,645 
buses^d 12,397 trucks. At the end of the second world war, in 194^7, 
the number of trucks had increased to 40,107 and the number of buses, after 
a period of decline, reached once again the pre-war level. At the com¬ 
mencement of the First Plan, there were in all 34,411 buses and 81,888 
trucksl; by 1960-61, the number increased to 57,049 and 171,045 respec¬ 
tively.! Thus, over the decade, buses increased by about 66 per cent and 
trucks by about 100 per cent. In 1960-61, buses represented 25 per cent 
of commercial vehicles in use. 

2. State-owned services exist in varying proportions in different States. 
There! are at present 25 State undertakings in all, ®f which 11 are run 
departmentally, 10 by corporations and 4 by municipal bodies. In 1960- 
61, out of a total of 57,049 buses, 17,701 or 31 per cent were operated 
by Stjate undertakings. In March 1963, the total number of persons 
employed in these undertakings was about 141,000, 

3. At the beginning of 1962, there were 172 transport cooperative 
societies dealing exclusively with goods traffic, 612 providing passenger 
servicjes and 24 engaged in both goods and passenger transport. In all, 
these cooperative undertakings owned or operated 1,385 vehicles or less than 
one per cent of the total number of commercial vehicles in the country. 

4. The road transport industry is owned at present by a large number 
of small operators, of whom a majority own no more than one vehicle each. 
Accojrding to the Ministry of Transport, in March 1963, about 89 per cent 
of road transport operators owned only one vehicle each. The proportion 
of operators owning 5 vehicles or less stood at 98 per cent. The distribu¬ 
tion 6f road transport operators according to the number of vehicles owned 
in December 1952 and March 1963, as estimated by the Ministry of 
Transport, is shown in the Table below: 

Table 1 : Road transport operators-distribution of vehicles (buses and trucks) owned 


size of fleet 

number of operators 

total number of vehicles 
owned (estimated) 


december 

march 

december 

march 

one vehicle each' . 

2jto 5 vehicles each 

1952 

46,000 

1963 
r 136,000 

1 14,046 

1952 

£3,153 

1963 

^ 136,000 
L 30,000 

dlto 50 vehicles each 

1,500 

3,187 

30,000 

61,449 

5 j to 100 vehicles each 

50 

32 

3,000 

2,000 

njore than 100 vehicles each 

25 

37 

14,000 

21,000 


47,575 

76 

153,302 

130,153 

270,449 
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The distribution in March 1963 of operators according^'to size of fleet 
in different States and in the Union Territories is shown in the following 


Table ; 


Table 2 ; Distribution of road transport operators in different States according to 
size of fleet (buses and trucks) 


(estimate for March 1963) 

number of operators owning 



one 

2 to 5 

more 

more 

more 

more 

more 

total 


vehicle 

vehicles 

tha,n 5 

than 10 than 20 

than 50 than 100 

Andhra Pradesh . 

6,800 

900 

but not but not but not 
more more more 

than 10 than 20 than 50 
vehicles vehicles vehicles 

99 

but not vehicles 

more 

tbanlOO 

vehicles 

1 

7,800 

Assam 

1,700 

136 

9 

2 

1 

1 

1 

1,830 

Bihar 

8,000 

550 

215 

100 

25 

5 

5 

8,900 

Gujarat 

11,000 

1,300 

75 

19 

3 

2 

1 

12,400 

Jammu & Kashmir 3,500 

140 

40 

18 

1 


1 

3,700 

Kerala 

5,800 

350 

170 

29 

, , 


1 

6,350 

Madhya Pradesh 

8,000 

380 

100 

40 

21 

5 

4 

8,550 

Madras 

5,900 

300 

260 

30 

14 

4 

2 

6,600 

Maharashtra 

27,900 

3,600 

250 

150 

95 

1 

4 

32,000 

Mysore 

7,800 

730 

170 

65 

30 

2 

3 

8,800 

Orissa 

3,500 

780 

70 

30 

15 

3 

2 

4,400 

Punjab 

6,300 

680 

110 

65 

39 

1 

5 

7,200 

Rajasthan . 

6,100 

200 

250 

40 

7 

2 

1 

6,600 

Uttar Pradesh 

12,700 

350 

35 

9 

4 

1 

1 

13,100 

Wes! Bengal 

18,000 

3,000 

130 

10 

6 

2 

2 

21,150 

Delhi 

2,000 

400 

70 

20 

8 

1 

1 

2,500 

Himtichal Pradesh 







1 

1 

Manipur . 

500 

60 

90 

90 

7 

2 

1 

750 

Tripura 

500 

100 

45 

3 

2 



650 

Andaman and 
■Nicobar Islands . 








1 

total 

136,000 

14,046 

2,188 

721 

278 

32 

37 

153,302 


5. Most of the road traijsport operators who own small fleets of vehicles 
lack resources as well as organised facilities for booking and delivery of 
goods. They are, therefore, handicapped in providing dependable orga¬ 
nised services. Most operators are obliged to carry on a kind of ‘tramp’ 
trade, picking up custom as it comes. While within their limits, they are 
resourceful and efficient and provide a flexible service, on this basis regular 
scheduled freight services cannot be organised. A large proportion of 
operators are unable to work on the basis of previously known or establish¬ 
ed rates, though competition among them may lead to some rough norms 
being set up. It is known, for instance, that for return journeys and slack 
seasons, when there is acute competition between operators, the rates may 
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sometimes be reduced to uneconomic levels. At other times, they may be 
exorbitant. A recent development in road transport is the growth of booking 
agencies which act as intermediaries and accept consignments for transport. 
These are made over to operators on a commission basis. Booking agents 
are not licensed and there are no set conventions defining how they will 
function in relation to operators and to users of transport. It is believed 
that frequently the commission charged by booking agents is out of pro¬ 
portion to the rates actually paid to operators for haulage of goods 

Legislative Provisions 

6. Motor transport was first regulated under the Indian Motor Vehicles 
Act, 1914. This legislation did not distinguish between different types of 
motot vehicles and imposed no restrictions on their movement. As motor 
transport began to grow, the need for greater control over motor transport 
began to be felt from the point of view of the safety and convenience of 
the public as well as development of a coordinated system of transport. 
This led to the passing of the Motor Vehicles Act, 1939. The Act created 
Regional and Provincial Transport Authorities which were authorised fer 
grant permits for stage carriages and for public and private carriers, and 
provided for rules concerning routes, timings, specifications of vehicles, 
standards of maintenance and other conditions under which holders of 
permits were expected to operate. From the aspect of coordination between 
rail and road transport, the Act empowered Provincial Governments to 
prohibit or restrict long distance raoveinent of goods by road and transport 
of specified classes of goods by public or private carriers. Under the provi¬ 
sions of the Act, goods vehicles were not allowed to operate outside the 
region in which they were registered. 

7. By 1945, the question of eliminating ‘wasteful competition’ between 
rail and road transport had come into active public discussion and there 
were pleas from the Railways for adoption of suitable principles for the 
regulation of motor transport. The view was pressed that long distance 
goods traflSc should be ‘reserved’ for the Railways, while road transport was 
better adapted to .short distance haulage. In April, 1950, after a period 
of discussion with the States, a Code of Principles and Practice was drawn 
up at the instance of the Central Board of Transport and circulated to 
State Governments with the suggestion that its provisions should be imple¬ 
mented. The following were the more important provisions of the code : 

(i) State Governments should organise public passenger transport 
and form substantial undertakings in which the railway or rail¬ 
ways concerned should be offered on reasonable terms a finan¬ 
cial interest of not less than 20 per cent; 

fii) State Governments should invite the railway or railways con¬ 
cerned to cooperate in setting up a Joint Committee or Commit¬ 
tees or other suitable machinery for mutual consultations in 
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matters affecting toad-rail coordination and the recommenda¬ 
tions of such Committees should be given due weight by State 
Governments and the Railway Administrations concerned; 

(iii) A public carrier permit should normally be valid, with due 
regard to geographical conditions, flow of traffic and marketing 
centres for compact areas, within a radius of 75 miles; 

(iv) Permits, if any, issued outside such compact areas should be 
for specified route or routes only; 

(v) The State Transport Authority may specify the gocxis to be 
carried; 

<vi) A Regional Transport Authority should not, except in accor¬ 
dance with the general or specific instructions of the State Trans¬ 
port Authority, grant, countersign or renew any carrier’s permit 
for a distance exceeding 75 miles between places connected 
by rail; 

(vii) The Regional Transport Authority should refer to the State 
Transport Authority any application for a permit or for rene¬ 
wal of a permit for a distance exceeding 150 miles between 
places connected by rail; and 

(viii) Except in accordance with any regular agreement between the 
railways and the State Government, the State Transport Autho¬ 
rity should not normally grant or countersign or renew a car¬ 
rier’s permit between places connected by rail ;— 

(a) for distances exceeding 150 miles, unless the Authority is 
satisfied that the goods to be carried cannot be transported 
by rail without undue expense or inconvenience at least 
in the outward direction; and 

(b) for distances exceeding 300 miles, unless the circumstances 
are exceptional or the goods are highly perishable or 
fragile. 

8. A number of State Governments did not formally accept the Code 
and in practice most of them continued to impose a variety of restrictions 
on the issue of permits for motor vehicles, in particular, restrictions on 
distance. In the middle fifties it began to be felt that these restrictions 
were impeding the growth of road transport. In 1957 Transport Commis¬ 
sioners from the States made a series of recommendations for substantial 
liberalisation of licensing policies. These included the following suggestions : 

(1) Permits should be given to whosoever produced a serviceable 
vehicle; 

(2) Goods transport vehicles should be allow'ed to operate freely 
within a State; and 



80 


TRANSPORT POLICY AND COOIU>INATION 


(3) The Code of Principles and Practice for the regulation of motor 
transport should be suspended for a period of five years, after 
which the matter should be reviewed. 

These recommendations were considered in the Ministries of Transport 
and Railways and the Planning Commission and the following proposals 
were conveyed to State Governments in June, 1959 ; 

(a) Permits for public carriers may be issued freely for distances 
of 300 miles or for regions within a radius up to 150 miles; 

(b) In respect of inter-State permits, for distances beyond 300 
miles, if the local Railway Administration (who should be 
consulted before issue of permits) objected to the issue of 
such permits, the matter should be referred to the Inter-State 
Transport Commission; and 

(c) Even in respect of permits for intra-State routes exceeding a 
distance of 300 miles. State Governments should consult the 
Inter-State Transport Commission if the Railway Administra¬ 
tion concerned o^ected to the issue of such permits. 

9. In 1956, the Motor Vehicles Act of 1939 was amended by Parlia¬ 
ment. The objects of the amendments were, firstly, to remove certain' 
defects observed in the working of the earlier legislation; secondly, to 
ease some of the restrictions which were holding back the road transport 
industry; thirdly, to provide a legislative basis for nationalisation of road 
transport services in which increasing interest was now being expressed; 
and, fourthly, to provide for inter-State movement of motor vehicles. The 
amended legislation empowered the Central Government to set up an Inter- 
State Transport Commission for the development, coordination and regula¬ 
tion of inter-State movement of transport vehicles. Earlier, there was no 
provision for the regulation of inter-State traffic with the result that on 
many inter-State routes passengers and goods had to be transferred to 
other vehicles at border points between neighbouring States. The Act of 
1939 had not envisaged introduction or expansion of transport services 
by public authorities. Some States had amended the Act in this respect 
iii its application to their own territories, while some others had promoted 
separate legislation to implement their proposals for nationalisation of road 
transport. The amended Act of 1956 contained uniform provisions 
for the operation of road transport services by State undertakings. Other 
important amendments introduced in 1956 included provisions for licensing 
of conductors, setting up of tribunals for determination and award of 
damages in cases of accidents and penalties for certain offences. 

Present System op Regulation 

10. Road transport is now regulated under the provisions of the Motor 
Vehicles Act, 1939, as amended in 1956. This is a Central Act, and is 
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administered by State Governments who, with the concurrence of the 
Central Government, can introduce amendments to the various provisions 
in the Act, keeping in view local needs and circumstances. Almost every 
State has introduced the special provisions in the Act for application to 
its territories, so that the procedures and practices followed in different 
States for the regulation of road transport vary in detail. 

11. Issue of permits .—The operation of commercial motor transport 
vehicles is regulated through a system of permits. It is an offence to use 
or allow the use of any such vehicle in a public place, unless the vehicle 
is covered by a permit granted or countersigned by a Regional Transport 
Authority or a State Transport Authority or the Inter-State Transport Com¬ 
mission. The permit specifies not only the route or area of operation but 
also the manner in which the vehicle is to be used, whether as a stage 
carriage or contract carriage or private carrier or public carrier. Permits 
for stage carriages are generally issued for specified routes, while those for 
private and public carriers are issued for specified regions. Permits may 
specify the type of vehicle to be used, its carrying capacity, the rates of 
fare or freight'to be charged and the nature of goods which are not to be 
carried. In the case of stage carriages, the time schedules for trips or 
services and standards of comfort and cleanliness to be maintained in the 
vehicle are also laid down. The various requirements of the permit cannot 
be deviated from by the permit holder without the written consent of the 
authority who granted or countersigned the permit. Any breach of these 
requirements makes the permit liable to suspension and even cancellation. 

12. Licensing authorities .—The competent authorities to grant or 
countersign permits are the Regional Transport Authority, the State Trans¬ 
port Authority and the Inter-State Transport Commission. Each State has 
one State Transport Authority and as many Regional Transport Authorities 
as the number of regions into which the State is divided for the administra¬ 
tion of the Motor Vehicles Act. These authorities are appointed by the 
State Government, subject to the condition that the Chairman of the State 
Transport Authority or of a Regional Transport Authority should be a 
person who has had judicial experience and the number of members should 
not be less than two. The Inter-State Transport Commission is appointed 
by the Central Government and should include a Chairman and such other 
members, not being less than two, as the Central Government may appoint. 

13. A Regional Transport Authority (R.T.A.) is the primary authority 
for granting or countersigning permits for its region. According to the 
Motor Vehicles Act, “the area specified as the region of a Regional Trans¬ 
port Authority shall, in no case, be less than an entire district or a whole 
area of a Presidency town”. The size of a region varies from State to 
State. It is co-extensive with a revenue district in the States of Assam, 
West Bengal (except the Presidency town of Calcutta and 24-Parganas which 
together constitute a region), Orissa, Andhra Pradesh, Mysore, Kerala and 



82 


TRANSPORT POLICY AND COORDINATION 


Madras (except the city of Madras which itself is a region). The region 
corresponds to a revenue division in Maharashtra (except the Bombay 
region which covers Greater Bombay area only), Punjab, Madhya Pradesh 
and Bihar. The State of Gujarat has been divided into two regions, one 
comprising ten and the other seven revenue districts. Uttar Pradesh and 
Rajasthan have been divided into nine and five regions respectively, each 
region consisting of three or more districts according to administrative con- 
vepience. 

I 14. The functions of the State Transport Authority (S.T.A.) are :— 

(i) to coordinate and regulate the activities and policies of the Regio¬ 
nal Transport Authorities; 

' (ii) to settle, all disputes and decide ail matters on which differences 
of opinion may arise between Regional Transport Authorities; 
and 

(iii) to perform the duties of a Regional Transport Authority where 
there is no such Authority (e.g. in the Union Territories) and, 
if it thinks fit or, if so requested by a Regional Transport 
Authority, to perform those duties in respect of any route com¬ 
mon to two or more regions. 

The State Transport Authority has the power to issue directions to Regional 
Transport Authorities for the purpose of discharging its functions and the 
latter are bound to carry them out. It is also competent to revise the orders 
of the Regional Transport Authorities in certain circumstances. In some 
States, the State Transport Authority or a Sub-Committee of it has been 
constituted as the appellate authority against appealable decisions of Regional 
Transport Authorities. The State Transport Authority is bound to carry out 
such directions as may be issued to it by the State Government in matters 
listed below in the interest of development of motor transport, coordination 
of road and rail transport, preventing the deterioration of roads and un- 
cjconomic competition among motor transport operators : 

(i) fixation of fares and freights for stage carriages, contract carriages 
and public carriers; 

(ii) prohibition of or restriction on the conveying of long distance 
goods traffic generally, or of specified classes of goods, by private 
or public carriers; 

(iii) grant of permits for alternative routes or areas to persons in 
whose cases the existing permits are cancelled or the terms there¬ 
of are modified in order to enable a nationalised undertaking 
to operate road transport services in accordance with a scheme 
approved by the State Government; and 

(iv) giving effect to any agreement entered into with the Central 
Government or any other State Government or the Government 
of any other country relating to the regulation of motor transport 




ROAD transport 


83 


generally and, in particular, to its coordination with other 
means of transport and the conveying of long distance goods 
traffic. 

15. State and Regional Transport Authorities are expected to ensure that 
transport vehicles are plied so as to serve the interest of the public and not 
merely that of permit holders. Since road transport operators obtain an 
increasmg part of their business from agents, who engage in collecting or 
forwarding and distributing goods carried by public carriers, the Ministry of 
Transport circulated to the States in October 1962, draft model rules for 
licensing of booking, forwarding and distributing agencies. It is now pro¬ 
posed to make the necessary provisions in the Motor Vehicles Act itself. 

16. Inter-State Transport Commission .—The Inter-State Transport Com¬ 
mission has been set up for the purpose of developing, coordinating and 
regulating the operation of transport vehicles in respect of any area or route 
co mm on to two or more States. Its main functions are : 

(a) to prepare, schemes for the development, coordination or regula¬ 
tion of the operation of transport vehicles and, in particular, of 
goods vehicles in an inter-State region; 

(b) to settle all disputes and decide all matters on which differences 
of opinion arise in connection with the development, coordination 
or regulation of the operation of transport vehicles in an inter¬ 
state region; 

(c) to issue directions to State and Regional Transport Authorities 
regarding the grant, revocation and suspension of permits and 
of countersignatures of permits for the operation of transport 
vehicles in respect of any inter-State area; and 

(d) to grant, revoke or suspend any permit or countersign any permit 
for the operation of any transport vehicle in respect of such 
route or area common to two or more States as may be specified 
in this behalf by the Central Government. 

Under the Motor Vehicles Act, the functions of the Inter-State Transport 
Commission include the following : 

(i) division of traffic in inter-State regions among the States con¬ 
cerned; 

(ii) specifying the conditions which may be attached to an inter-State 
permit; 

(iii) fixing the maximum and minimum fares for the carriage of pas¬ 
sengers in inter-State regions and regulating the timings of inter¬ 
state bus services so as best to serve the convenience of passen¬ 
gers; 

(iv) fixing the maximum and minimum freight rates for the various 
kinds of goods to be carried in an inter-State region, and 
laying down the conditions for the carriage of such goods; and 
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(v) pssisring in the conclusion of reciprocal arrangements amongst 
State Governments for the smooth efficient operation of inter¬ 
state motor transport services. 

The power to grant, revoke or suspend any inter-State permit or to 
countersign any such permit has not yet been vested by the Central Govern¬ 
ment in the Inter-State Transport Commission. One of the main tasks of 
the Commission at present is to assist States in concluding inter-State agree- 
iQents on a reciprocal basis for licensing goods vehicles for inter-State traffic 
a^d to resolve such differences between States as may be referred to it. Ac¬ 
cording to a convention between the Ministry of Transport and Communica¬ 
tions and the Ministry of Home Affairs in Jmiuary 1958, cases in which the 
Ipter-State Transport Commission is unable to resolve differences between 
Sjtate Governments through persuasion have to be referred to the Zonal 
Council concerned for bringing about a settlement. According to Section 
21(2) of the States Reorganisation Act, 1956, the Zonal Councils are 
authorised to discuss and make recommendations with regard to any matter 
concerning inter-State transport. It is only if the Zonal Council is unable 
t^ settle a dispute that the Inter-State Transport Commission is to issue a 
direction under Clause (c) of their powers. 

17. Intra-State operations.—Section 57 of the Act lays down the pro- 
dedure to be followed by the Regional Transport Authority for the issue 
of permits valid within any region. According to this section, “the Regional 
Transport Authority shall make the application available for inspection at 
the office of the Authority and shall publish the application or the substance 
thereof in the prescribed manner together with a notice of the date before 
which representations in connection therewith may be submitted and the 
date, not being less than 30 days from such application, on which and the 
time and place at which, the application and any representations received 
will be considered”. The Authority has to dispose of the application at a 
public hearing at which the applicant and the person making the representa¬ 
tion shall have an opportunity of being heard. 

i According to Section 63 of the Act, a permit granted by the Regional 
Transport Authority of any region shall not be valid in any other re^on 
unless the permit has been countersigned by the Regional Transport Autho¬ 
rity of the other region. For the grant of countersignatures for inter¬ 
regional operation, the same procedure has to be followed as for the issue 
of the intra-regional permits. A State Government may, however, make 
rules according to which a permit granted in one region shall be vaM for 
another region within the State without countersignatures. 

18. Procedures followed in different States for the issue of permits for 
operation of vehicles within the State vary considerably. In some States, 

E i in Punjab, Madhya Pradesh, Mysore, Madras, Rajasthan and Orissa, a 
egional Transport Authority or the State Transport Authority as the case 
may be, is authorised to issue permits valid for the State as a whole. In 
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some other States, as in Maharashtra, although permits issued by a Regional 
Transport Authority may be valid for the region concerned, the Authority 
itself can countersign for inter-regional operations. In Andhra Pradesh and 
Uttar Pradesh, a somewhat different procedure is followed. Andhra Pradesh 
consists of 16 regions, but is divided into five zones for issue of permits for 
public carriers, and each Regional Transport Authority can issue permits 
valid for the entire zone in which it is located. In Uttar Pradesh, Regional 
Transport Authorities are authorised to grant public carrier permits for an 
operational area of 150 miles radius from the base of operation or for a 
route not exceeding 300 miles without restriction with reference to the 
demarcation of the regions in the State. 

19. Inter-State operations .—For inter-State operations of goods vehicles 
on a regular basis, Section 63(1) of the Act lays down that a public carrier 
permit in any one State is not valid in any other State unless countersigned 
by the State Transport Authority of that other State or by the Regional 
Transport Authority concerned. For the countersignature of permits, the 
same procedure is required to be followed as is laid down in Section 57 for 
the grant of new permits, that is, representations have to be invited and 
heard. However, an exception to this procedure is provided in the case of 
countersignatures granted under reciprocal agreements between States. The 
Act provides that “'it shall not be necessary to follow the procedure laid down 
in Section 57 for the grant of countersignature of permits, where the permits 
granted in any one State are required to be countersigned by the State Trans¬ 
port Authority of another State or by the Regional Transport Authority con¬ 
cerned as a result of any agreement arrived at between the States.” Under 
Section 43(1) (iv), of the Act, a State Government, having regard, among 
other considerations, to the desirability of coordinating road and rail trans¬ 
port may, by notification, issue a direction to the State Transport Authority 
for ^ving effect to any agreement entered into with any other State Govern¬ 
ment. No such notification can be issued unless a draft of the proposed 
directions is published in the official Gazette and objections or suggestions 
received in this coimection are considered, after giving an opportunity to 
be heard to the parties interested. The relevant provision, as at present 
worded, is of a permissive nature. A few State Governments, such as, 
Andhra Pradesh, Madras, and Mysore issue such directions and notify the 
draft agreements. However, in a number of States no directions are issued 
or notified by the State Government to the State Transport Authority con¬ 
cerned. The consequence is that, under the present agreements, often the 
railways do not obtain advance information about the permits countersigned 
for inter-State routes common between two or more States and are unable 
to represent their views in respect of such countersignatures. 

20. Reciprocal agreements between States .—Several State Governments 
have entered into reciprocal agreements with the neighbouring States and 
in a few cases, with non-adjoining States as well, in regard to inter-State 
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operations of motor vehicles. The number of permits to be countersigned 
for inter-State operations is fixed on a reciprocal basis by the State Govern¬ 
ments concerned having regard, as far as possible, to the assessment of 
demand and traffic potential and applications submitted by road transport 
operators for running services. It cannot be said that any systematic proce¬ 
dures for the assessment of traffic needs have yet been evolved. There are 
many instances in which the Inter-State Transport Commission has not been 
consulted before agreements have been reached between individual States. 
Some reciprocal agreements, as between Orissa and Bihar, Madhya Pradesh 
and Orissa and Madhya Pradesh and Gujarat, are subject to review at the 
instance of either State after a specified period of time, which may be six 
months or a year. In some other cases, as in the agreements between 
Gujarat and Rajasthan and Uttar Pradesh and Maharashtra, the number 
of permits fixed under the agreements is reviewed when considered necessary 
on both sides. 

21. Reciprocal agreements generally cover all types of motor vehicles. 
As regards stage carriages, the number of regular permits and, in some cases, 
temporary permits also, is fixed between the States concerned for operation 
on specified inter-State routes. The number of buses is fixed on the basis, 
broadly, of parity of mileage lying within the territories of the two States. 
In some cases, as in the agreement between Madras and Andhra Pradesh, the 
number of buses to be introduced on inter-State routes is determined on the 
basis of an equal share for each State. 

22. In respect of public carriers, reciprocal agreements provide for a 
fixed number of goods vehicles from each State plying on re^lar permits on 
inter-State routes. In the majority of cases, the number of temporary permits 
to be issued is also fixed though, in some instances, the nurriber of temporary 
permits has not been defined. The movement of public carriers engaged in 
inter-State operations is generally restricted. For instance, agreements en¬ 
tered into by Andhra Pradesh with Orissa and Maharashtra provide for 
countersignatures of permits for not more than three specified routes con¬ 
necting particular terminal points by the shortest routes, the maximum distance 
to be covered on any route in either State bemg limited to 350 miles from 
the border of the respective States. The agreement between Orissa and 
Madhya Pradesh provides that the area of operation of public carriers 
operating on regular permits shall' be the contiguous districts of the two States 
in addition to which not more than two routes out of the agreed inter-State 
routes are to be allowed. Out of 100 regular public carrier permits to be 
issued by Orissa, 10 may be reserved for being issued from any point in 
Orissa to Bhilai in Madhya Pradesh and, likewise, 10 permits may be issued 
from any point in Madhya Pradesh to Rourkela. 

Reciprocal agreements between States generally provide that public car¬ 
riers shall not be used for picking up or dropping goods between any two 
points lying within the respective jurisdictions of the States concerned. These 
instances illustrate the kind of detail into which reciprocal agreements enter. 
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In respect of private carriers also, reciprocal agreements as between 
Andhra Pradesh and Maharashtra, Gujarat and Rajasthan and Madhya 
Pradesh and Gujarat, indicate the numbers and restrict the movement to sp^i- 
fied routes. In some instances, as between Orissa and Bihar, Rajasthan and 
Uttar Pradrah, Andhra Pradesh and Orissa and Maharashtra and Madhya 
Pradesh, the number of private carrier permits is not fixed and permits may 
be countersigned on the recommendation of the State Transport Authority of 
either State. 

23. Permits for long distances. —To meet the continuing needs of long 
distance traffic, the Government of India decided in 1963 that an adequate 
number of regular permits should be issued for these routes, the ^tual 
number being, determined by the Inter-State Transport Commission. Ac¬ 
cordingly, in October, 1963, the Inter-State Transport Commission issued a 
directive to the State Transport Authorities under powers conferred by 
clause (c) of Section 63 A(2) of the, Motor Vehicles Act for the issue of 
a specified number of regular public carrier permits on inter-State routes. 
The Commission also Irdd down conditions for the grant of regular public 
carrier permits by State and Regionai Transport Authorities for inter-State 
routes exceeding 300 miles in length between two terminal points situated 
in different States. Amoug the conditions proposed were that the owner or 
undertaking receiving the permit should own at least five public carriers, 
should maintain a proper schedule of rates and a time schedule and should 
pick up or drop goods only at the two terminal points of the route. The 
Commission’s directive concerning the issue of regular permits on long dis¬ 
tance inter-State routes could not come into effect on account of petitions filed 
by operators before the High Court in Mysore and in the Punjab concern¬ 
ing criteria for selection of applicants. In the judgement of the Mysore 
High Court, in K. Ramchandra Hegde versus Regional Transport Authority, 
Bangalore and others, it has been held that the directive- issued by the 
Inter-State Transport Commission encroached on the quasi-judkial jurisdiction 
which Regional and State Transport Authorities have under the Motor 
Vehicles Act. 


Comments and Recommendations 

24. This brief description of the practices now in vogue for the regulation 
of road transport suggests that far from there being a common approach for 
the country as a whole or an adequate rationale, in several respects policies 
and, even more, the manner of their implementation differ greatly from 
State to State. Briefly, the conclusions which emerge from our study arc 
as follows; 

(1) By and large, there is no restriction placed at present in any State 
on the number of permits issued for motor vehicles. Operators who are able 
to secure vehicles are also able to obtain permits, although the procedures 
involved are often cumbersome and entail delays and frustration. 
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(2) Distance restrictions for the grant of permits are observed in varying 
degrees. In some States permits issued by the State Transport Authority 
are valid for the State as a whole and no distance restrictions are insisted 
upon for intra-State movements. In other States, distance restrictions are 
overcome in practice through liberal grant of countersignatures of permits, 
thus permitting inter-regional operations. In a few States, however, counter- 
signature of permits for inter-regional operations is still beset with proce¬ 
dural difficulties. Among States falling within the first group we may 
mention Madhya Pradesh, Punjab, Mysore and Orissa; in the second, Andhra 
ftadesh, Bihar, Gujarat, Kerala, Maharashtra, Rajasthan and West Bengal; 
and in the third, Uttar Pradesh. The limit of 150 miles (240 kilometres) 
for radius of operation or of 300 miles (480 kilometres) for the total length 
of the route, which the Ministry of Tr^sport had recommended in 1950, 
is scarcely observed in any State. 

(3) In several States, a large number of temporary permits are being 
issued. These fall broadly into the following categories :— 

(a) temporary permits for newly acquired vehicles for a short period 
pending grant of regular permits; 

(b) temporary permits for inter-regional operations; 

(c) temporary permits for inter-State operations in the case of States 
which have not been able to conclude reciprocal agreements; 

(d) temporary permits provided for in reciprocal agreements bet¬ 
ween State Governments for issue of permits for inter-State 
routes, in addition to regular permits provided for in these 
agreements; and 

(e) temporary permits issued by arrangement between temunal 
States for haulage on important long distance routes passing 
through the territories of more than two States under which 
motor vehicles pay taxes in each of the States concerned. 

(4) Road transport operations on inter-State routes are at present being 
regulated mainly under reciprocal agreements arrived at between the State 
Governments concerned. Tbese arrangements have been generally reached 
directly between the States and are subsequently notified to the Inter-State 
Transport Commission. The information given in the Annexure to this 
Chapter showing numbers of permits issued for inter-State permits on th« 
basis of reciprocal agreements between States illustrates the extremely cum¬ 
brous and unsatisfactory nature of the system as it has evolved. The Inter- 
State Transport Commission has recently asked State Governments to inti¬ 
mate the agreements they propose to enter into before finalising them. 

(5) The scheme of regulation embodied in the Motor Vehicles Act was 
intended to secure the development of motor transport with due regard to 
the desirability of (a) coordinating road and rail transport services, (b) 
preventing the deterioration of the road transport system, and (c) preventing 
uneconomic competition within the road transport industry. In practice. 



ROAD TRANSPORT 


89 


the aims of regulation have been interpreted in a limited sense, the main 
consideration being to prevent undue competition within the road transport 
industry inter se, and the question of coordinating road and rail transport or 
of matching road development and road transport development has not re¬ 
ceived sufficient attention. The principal means adopted have been the 
imposition of restrictions (a) on the number of motor vehicles permitted to 
operate in any region or route and (b) on the distance over which vehicles 
might operate. 

(6) There is imperative need to simplify and introduce greater uniformity 
in the existing approach to procedures for regulation of road transport and 
to bring these into conformity with the changing and growing transport 
requirements of an economy developing in a planned manner. 

25. Jn our discussion on the working of tire existing scheme of regulation, 
we have explained at length the drawbacks from which the system suffers, 
there is no doubt that the requirements of the future differ greatly in scale 
and composition from those in the past and that the present system of 
regulation calls for large changes. There are three issues to be considered. 
The first is whether, without some measure of regulation of operations, it will 
be possible to evolve and put into effect a common scheme of allocation of 
traffic or a development plan for transport, which provides for various modes 
of transport as a composite network serving the needs of the economy, as 
assessed on the basis of careful technical and economic studies and investiga¬ 
tions into costs and benefits. The second consideration is whether, without 
some measure of regulated and planned development of road transport, as 
of other forms of transport, there may not be a degree of misallocation of 
scarce resources, including materials, foreign exchange and long-term credit. 
If the objective is to achieve a considerable measure of coordination between 
different transport services at the regional level, both in planning and in 
operation, will it be possible to achieve this without some form of regulation ? 
In tlic third place, we have to consider whether certain priorities for the 
development of road transport can be realised without regulation. A vast 
increase in road transport services is called for, for instance, for integrating 
the large rural sector of the economy with the country’s urban and industrial 
economy, for opening up isolated and under-developed regions and for 
providing cheap and efficient mass transport in the towns. For several 
years to come, there will be limitations on the supply of vehicles. Special 
steps will be needed to ensure that the transport requirements of under¬ 
developed and backward regions in the country and of rural areas generally 
are adequately met. From these several considerations, the conclusion 
which emerges is that regulation of road transport, conceived as a tool of 
planned and coordinated development, rather than as a restrictive device, 
has a functional role in the development of road transport in keeping with 
the growing needs of the economy and as an integral part of the total 
transport system of the country. The more detailed proposals which 
follow are formulated within the framework of this broad objective. 
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26. Regulation of passenger transport .—Since passenger transport ser¬ 
vices have to be operated in accordance with pre-determined schedules, 
licences to individual operators have to be issued in relaBon to specified 
routes. There are two recommendations which we wish to make for the 
future development of passenger services. First, in the past, road and 
road transport development have tended to be considered separately rather 
than as related aspects of a scheme of development for ah area or region 
as a whole. Although passenger services have to be licensed for specified 
routes, a regional approach has value in as much as it stresses the require¬ 
ments of the local economy, helps adapt the forms of investment to the needs 
as established, ensures closer coordination with railway services and provides 
a continuing te.st of progress in reaching into the interior, The second re¬ 
commendation that we wish to make is that special steps should be taken 
to encourage the rapid growth of passenger road transport in the more 
backward districts and regions. This object has to be achieved by accelerat¬ 
ing road development in these re^ons and eliminating the large deficiencies 
in the road system which now ejiist. There would be need also for conces¬ 
sional terms such as charging lower rates of taxes for road transport services 
in these regions. 

In the main, passenger services operate within the territories of individual 
States. Permits for passenger services between connecting points situated 
in different States should in future be issued under the authority of the 
Inter-State Transport Commission, which must no doubt act in consultation 
with the States concerned. In the scheme of regulation which we envisage, 
the system of reciprocal agreements between different States for determining 
the numbers of permits to be issued wili' be given up. 

The present practice under which licensing authorities invite and hear 
objections from operators, including the Railways, before they grant permits 
for the operation of passenger services, serves a useful purpose and provides 
an assurance of a fair deal to operators and should, therefore, be continued. 

27. Regulation of goods transport .—In the light of the analysis of the 
existing system of regulation of road transport presented in this Chapter, it 
appears to us that the concept of ‘region’ as defined in the Motor Vehicles 
Act and as operated in practice in many States is not suited to present needs. 
Redons should be determined not only on considerations of administrative 
convenience, as at present, but even more on economic considerations which 
take into account the natural flows of traffic. While the present system of 
inviting and hearing objections before granting fresh permits should be con¬ 
tinued, the procedure by which the Regional Transport Authorities are 
required to function, involving frequently a system of countersignature of 
permits is cumbrous, leads to vexatious delays and needs to be changed. 
From these two propositions follows a third, namely, that in the States, the 
focus in the regulation of road transport should shift from the repon and 
the Regional Transport Authority to the State and its economic needs and 
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to the Stale Transport Authority which should function as an organ assist¬ 
ing in formulating and implementing the State’s economic developiaeni 
pUtn. 

The amendments which were introduced in the Motor Vehicles Act in 
1956 brought into the legislation, although tardily, the notion of inter-State 
road transport and also created a new authority at the national level in the 
shape of the Inter-State Transport Commission. In any system of regula 
tion of road transport modified to meet present needs, inter-State movement 
of goods by road, which must be in the main long-distance movement, will 
call for special attention and study in the scheme of allocation of traliit. 
It will also require adequate machinery for implementation. This is the 
fourth proposition that we should advance at this stage. Finally, within the 
scheme of road transport regulation, it would be necessary to treat the pro 
blems of rapid development of transport in large under-developed regions 
tmd in metropolitan cities as special problems calling for somewhat wider 
planning and for provision of adequate resources for development. In 
making specific proposals, it is necessary to bear in mind that the details ol 
regulation should be in line with the objective of providing cheap, efficient 
and expanding transport facilities and of obtaining the utmost value from 
all available modes of transport. 

28. Inter-State movement .—have referred already at some length to 
the part played by reciprocal agreements between States for issue of inter- 
f^tate permits for the operation of road transport services. In our view, a 
system under which States have to negotiate and bargain with one another 
to determine the number of permits which each may issue to its own operators 
is bad in principle and proves even worse in practice. It allows little scope 
for a well-considered assessment of the transport needs to be met or of 
the part which different services should play in meeting them or of the costs 
involved, both for the road transport industry and for the economy as a 
whole. Considerations such as rail-road coordination are often ignored. If 
there are States intervening between those entering into a reciprocal agree¬ 
ment, the system lends itself readily to numerous restrictions, tax levies 
and imposts and affords opportunity for abuse. In our view, therefore, 
such reciprocal agreements between States should no longer be the principal 
means for inter-State operation. Tlietr place should be taken by a systenr 
of inter-State permits issued under the authority of the, Inter-State Transport 
Commission which, in the interest of precision* could be redesignated as 
the Inter-State Road Transport Commission. This body, working in close 
collaboration with State Transport Authorities and the. Railways, should 
assess at intervals of two to three years the requirement of long-distance and 
inter-State road transport and should determine the volume of transport and 
the number of vehicles which should be made available and the broad terms 
on which the services should be provided. The requirements should be 
arrived at on the basis of careful technical and economic studies, with pro¬ 
gressively greater knowledge of relative costs, keeping in view the needs 
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of coordination between different services and the relative contribution due 
from each. The proposals should be always conceived with reference to a 
total plan of development. Having decided upon the quantum of road 
transport to be provided over a given period on any long-distance or inter¬ 
state route, the permits could be issued by the State Transport Authorities 
on behalf of the Inter-State Transjxrrt Commission. To what extent each 
State should be able to issue permits to applicants from among its own 
operators could be determined on some agreed principle of equity such as 
route mileage, volume of traffic originating etc. If the requisite number of 
operators are not forthcoming in a State at one stage, either the permits 
could be issued when suitable applicants are available or, for the time being, 
applicants from outside the State could be attracted. For all inter-State 
permits, as proposed in a later chapter, there would be uniform rules for 
motor taxation. There would be no question of seeking special authority 
to pass through the territory of any State lying en route or of obtaining 
countersignatures. To distinguish vehicles operating on inter-State routes 
under permits issued on the authority of the Inter-State Transport Commis¬ 
sion, it would be useful to prescribe a common colour to be adopted 
throughout the country. Action on this aspect has already been initiated 
by the Inter-State Transport Commission. 

29. Earlier in this Chapter we have described the functions of the Inter- 
State Transport Commission. For implementing the recommendations relat¬ 
ing to inter-State movement by road, it is essential that the Commission 
should be considerably strengthened. It should have a full-time Chairman of 
high status preferably drawn from public life. The complete range of powers 
xxmtemplated for the Commission under Section 63A(2) of the Motor 
Vehicles Act, including the power to grant, revoke or suspend permits for 
the operation of transport vehicles on inter-State routes, should be given 
to the Commission and its existing powers should be utilised effectively. In 
its present mode of functioning the Inter-State Transport Commission is 
unable to fulfil the role assigned to it under the Motor Vehicles Act In 
fqture the Commission should be equipped with machinery to elicit in forma- 
dcm concerning traffic requirements on inter-State routes and should be 
placed in a position to coordinate plans of road transport development with 
the States as well as with the Railways. 

30. Intra-State movement of goods .—The second main class of permits 
to be issued would be for undertaking goods transport within the territories 
of a State. In licensing road transport vdiicles for intra-State operations, we 
do not favour the traditional forms of distance limits, particularly in view of 
the fast grovdng and changing needs of the economy. Having due regard to 
the various means of transport which can be harnessed—rail network, road 
system and inland water transport—and the assessment of present and future 
traffic, the State Transport Authority should propose the extent to which 
road transport facilities are to be expanded in any given period, the distribu¬ 
tion in different parts of the State,, the kind of vehicles required etc. Such 
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absessment forms an integral part of the scheme of transport planning for 
the future as envisaged by us and has the advantage of furnishing a sound 
basis for the allocation of traffic and development of transport. Naturally, 
since in the past assessments of this nature have not been made and the 
functions of State Transport Authorities have been almost wholly adminis¬ 
trative or regulatory without real opportunity to formulate guiding princi¬ 
ples, these organisations will need to be equipped with appropriate persoimel. 

31. As a general rule, we visualise that permits for intra-State operations 
will be valid for the State as a whole. However, there appear to us to be a 
few large regions in the country which are markedly under-developed in 
terms of transport facilities. In these it would be desirable to formulate 
integrated regional transport plans within the framework of the transport 
plan of the State as a whole. The regions we have in view are the Telan- 
gana districts in Andhra Pradesh, North Bihar, Chhatisgarh Division and 
the eastern districts in Madhya Pradesh, Vidarbha and Marathwada in 
Maharashtra, the coastal and hill districts of Mysore, Uttarakhand and 
eastern districts in U.P. In these re^ons particular stress should be laid 
on accelerated development of the road network. State Governments should 
also consider whether facilities for procuring vehicles and some measures 
of concessions in taxes levied on motor vehicles could not also be usefully 
given in respect of permits for operation within the region as distinguished 
from operation over the State as a whole. If such concessions were avail¬ 
able for a period or, say, upto 5 years, levels of development in transport 
in these regions should come up to the general level in the State more 
speedily than might otherwise be possible. 

32. Temporary permits.—ln view of the proposed scheme for the issue 
of permits, both for intra-State and inter-State operations of public carriers, 
we expect that the scope for temporary permits will diminish considerably. 
Basically, temporary permits should be issued for special temporary purposes 
to meet unexpected requirements. Tlie same authority which issues regular 
permits should also be the one which issues temporary permits as and when 
needed. Under our recommendations, temporary permits will become an 
exception, to be resorted to only for meeting special and short-term needs, 
as was in fact envisaged in Section 62 of the Motor Vehicles Act. Resort 
to issue of temporary permits pending decision on an application for the 
renewal of a permit, though allowed under the law, should be comparatively 
rare. 

33. In putting forward these proposals for two sets of permits—inter¬ 
state permits and intra-State permits—we have in view the approach of plan¬ 
ned and coordinated development of all modes of transport. The principal 
consideration is how every part of the. country may be helped to obtain as 
fully and as speedily as possible the communications and the transport ser¬ 
vices needed for its overall economic development. In this task all modes 
of transport have a vital role, each by itself as well as in support of the others. 
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Where the entire economy is in the process of growth and large areas are 
still but scantily served, the area of conflict^ between different modes of trans¬ 
port- is by no means considerable. Even such conflict as there may be can 
be practically eliminated by a system of planning based on careful assessment 
of needs and costs and recognition of conunon interest and on active coopera¬ 
tion at each stage between those responsible for different media at the 
regional, State and national levels. We feel confident that, properly implemen¬ 
ted, the changes in the existing system of regulation of road transport and 
the consequential proposals for coordination between rail and road transport 
which we outline in this and other chapters will be of material value in 
enabling the transport sector as a whole and each of the services comprised 
in it to provide the necessary support and stimulus to plans for economic 
development at the national. State and regional levels. 

Fares and Freight Rates 

34. Under Section 43(i) (i) of the Motor ^'ehicles Act, 1939 (as amend¬ 
ed in 1956), the State Government can issue directions to the State Transport 
Authority, “regarding the fixing of fares and freights for stage carriages, 
contract carriages and public carriers”. The current practice in this respect 
varies in different States and, in some cases, between regions in the same 
State. In a number of States maximum freigjit rates are fixed, as in Bihar, 
Punjab, Rajasthan, Kerala and the Bhopal and Mahakoshal regions of 
Madhya Pradesh. In Orissa, general freight rates are fixed by Regional 
Transport Authorities within tlieir respective jurisdictions irrespective of the 
nature of the commodities carried, and the rates vary from region to region. 
In West Bengal freight rates are not fixed. 

35. In respect of passenger fares, a somewhat greater measure of regula¬ 
tion has been attempted and the practice varies at one end from West Bengal, 
where fares are not regulated, to Punjab and Mysore and the hilly areas of 
Uttar Pradesh, where both maximum and minimum fares are fixed. Only 
the maximum fares are prescribed in Andhra Pradesh, Rajasthan, Maha¬ 
rashtra, Gujarat, Bihar, Kerala, Madras and the greater part of Uttar Pra¬ 
desh, In Orissa, the State Government fixes the fares charged by State 
operated services, leaving it to Regional Transport Authorities to prescribe 
fares for private operators. In Madhya Pradesh, maximum fares are pres¬ 
cribed for State-operated services in the Madhya Bharat and Mahakoshal 
regions. Maximum fares are fixed for privately operated services in the 
Madhya Bharat and Bhopal regions, but in Mahakoshal minimum fares are 
also prescribed. In the Rewa and Sironj areas there is no regulation of pas¬ 
senger fares at all. 

I. Australian Transport Advisory Council, Report of Committee of Transport 
Economic Research Relatin'? to Road and Rail Transoort—Part II—Railways Costs and 
Coordina'ing Summary—February, 1958, page 52: “It is rei'e-ated that this problRm_ of 
dividipg up traffic relates only to a compara':ivelv small propo'-tion of total freight 
movepient. The Committee estimates that not more than 15% to 21% of the total would 
comprise traffic for which road and rail transport are really competitive.” 
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36. For inter-State passenger services, the common practice is to pro¬ 
vide in reciprocal agreements entered into by States for charging at rates 
obtaining in the States concerned in respect of distances falling within tlieir 
respective territories. 

37. The existing legislation gives such powers as are needed to ensure 
that freights and fares are regulated in the public interest. In respect of 
passenger services it is ordinarily sufficient to prescribe maximum fares, 
having regard to the physical terrain and volume of traffic in different regions. 
In regard to freight rates, ordinarily it might be sufficient to prescribe maxi¬ 
mum rates. In certain situations, however, the objective of road-rail coordi¬ 
nation could be served more effectively if minimum rates were also faid 
down. The legislation should clearly empower the State Transport Authority 
to fix both maximum and minimum as well as specific fares and freights as 
might be necessary. The main problem in respect of fares and freights, spe¬ 
cially the latter, concerns the means by which the prescribed rates can be 
enforced. It is necessary to ensure that in each State a sufficient number of 
goods vehicles should be licensed to prevent scarcity. A satisfactory solu¬ 
tion to the problem of enforcement of freight rates in particular cannot be 
found without establishment, on a State and regional basis, of Road Trans¬ 
port Associations which are capable of performing a responsible role in 
advising on freight rates and in giving effect to rates fixed by State Trans¬ 
port Authorities. 

Reorganization of the Road Transport Industry in the 
Private Sector 

38. The growth of roao transport services and the dimensions of the 
tasks to be carried out in the coming years call for a measure of reorganisa¬ 
tion of the private industry engaged in road transport. At the end of the 
Third Plan, there will be some 360,000 commercial vehicles on the road 
and the number is likely to increase to 680,000 by the end of the Fourth 
Plan. To secure this measure of expansion as well as to obtain higher 
standards of efficiency in the services rendered, it is essential that a steadily 
increasing proportion of the industry should take the form of viable and 
well-organised units. It is not intended to suggest that there should be 
large private units owned by individuals or that joint stock companies should 
be allowed to expand at the expense of small units. Reorganisation of the 
road transport industry has to be considered in three main directions. First¬ 
ly, small operators should be helped to join together to form viable units. 
For practical purposes, a fleet of 10 or more vehicles may be held to consti¬ 
tute a viable unit. To encourage operators to merge into viable units capable 
of rendering efficient service, certain concessions and facilities could be offer¬ 
ed. For Instance, in the issue of permits for long-distance services, scheduled 
services and for the less developed regions, preference could be given to 
viable units and to cooperative undertakings fulfilling the conditions of 
viability. Secondly, as suggested later, cooperative transport undertakings 
should be actively promoted as a matter of public policy. Thirdly, it is 
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essential to provide in the legislation for the formation at the State and 
regional level of associations of transport operators with specific functions 
and responsibilities. Such associations could undertake to provide common 
facilities for booking and forwarding of goods, workshops for repairing and 
servicing of their vehicles and purchase and supply of spare parts and acces¬ 
sories and other requisites, and could assist in the settlement of claims for 
motor vehicles and other taxes, insurance etc. They could also provide legal 
assistance for settling claims and liabilities involving their vehicles, arrange 
for cooperative insurance schemes and for recruitment and training and 
terms of service for drivers, mechanics and other personnel. To work out 
suggestions on these lines and evolve specific schemes to facilitate the forma¬ 
tion of representative road transport associations the Ministry of Transport 
have recently constituted a special study group. 

39. A major source of weakness on the part of the road transport indus¬ 
try and of the position of vulnerability in which the vast majority of small 
operators are placed lies in the sphere of finance. By and large, operators 
depend on private financiers for credit facilities for purchase of vehicles. 
Many financiers lend on extortionate terms so as to cover uncalculated 
risks, including possible malpractices on the part of operators. A number 
of abuses have crept into this system for want of standard terms of agree¬ 
ment between lenders and borrowers. In the arrangements which are often 
in force at present, certain sanctions are built in, which militate against the 
development of a sound transport industry and affect adversely the interests 
of sm^l operators. The total volume of finance available to the industry 
is quite meagre and, in relation to future needs, must be considered utterly 
inadequate. Amendments undertaken in 1962 in the State Finance Corpora¬ 
tions Act, 1951, to permit these Corporations to lend and guarantee loans to 
the road transport industry have so far brought little help to operators. Unless 
banks and other financial institutions come forward to provide financing 
and refinancing facilities in a big way, it will not be possible to secure the 
development of the road transport industry along sound and efficient lines, 
or to realise the measure of development envisaged for the Fourth Five Year 
Plan. In our view this is a problem of such critical importance and dimen¬ 
sions as to demand the special attention of the Ministries of Finance and 
Transport and of the Reserve Bank of India and the State Bank of India. 
We are, therefore, glad to note that the Ministry of Transport have recently 
set up a study group with a view to examining the problem of financing the 
road transport industry. The group is expected to survey the existing arrange¬ 
ments for advancing money to road transport operators for purchase of motor 
vehicles and the difficulties experienced by them in fufiUing the conditions 
under which advances are made and assess the extent to which the existing 
financing agencies are likely to satisfy the requirements of the transport 
operators in the next 10 or 15 years. The group will also examine the exist¬ 
ing arrangements for providing financial assistance to other organised indus¬ 
tries in the country. 
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Scope of the Public Sector in Road Transport 

40 Road transport was placed in the second schedule of the Industrial 
Policy Resolution, 1956, because it was recognised that in the growth of 
this industry both the private and the public sectors had a significant contri¬ 
bution to offer. The primary unit of investment in the road transport indus¬ 
try is small and the service offered has an element of personal attention which 
gains from fle.xibility of organisation and convenience of delivery. There¬ 
fore, provided (a) financing arrangements are satisfactory, (b) road transport 
associations undertake a responsible role in the due ob-iervance of standards 
of service and freight and fare structures, and (c) a reasonable measure of 
coordination between road and rail transport is secured, private operators 
can undertake a considerable part of the development consistently v/ith the 
overfill interest of the community. This is specially the case with the move¬ 
ment of goods by road. In considering various problems of transport policy, 
our Committee is called upon to identify the nature of the tasks to be under¬ 
taken by the road transport industry in relation to passenger transport and 
goods transport and to suggest the role which private operators and under¬ 
takings and public and cooperative undertakings should be enabled to play 
in the future, keeping in view the direction of public policy embodied in 
the Industrial Policy Resolution. 

41. As stated earlier, at the end of the Second Plan, about 31 per cent 
of commercial vehicles employed in passenger transport were operated by 
State and Municipal undertakings. The proportion at the end of the Third 
Plan is expected to increase to 33 per cent and, on present estimates, to 40 
per cent at the end of the Fourth Plan. In a few States a considerable part 
of tlie system is publicly operated. For instance, the proportion is a^ut 
90 per cent in Gujarat, 98 per cent in Western Maharashtra and 50 per cent 
in Uttar Pradesh, There has been so far no formal statement of policy that 
passenger transport should eventually be developed entirely through State 
owned, municipal and cooperative undertakings. However, in varying 
degrees, most State Governments have moved in the direction of public 
participation in passenger transport and have on the who!e( succeeded in 
providing more efficient and wider services than were otherwise available. 
But for difficulties in providing the resources needed and procedural com¬ 
plexities under the existing legislation and rules, the advance towards public 
participation could have been greater. 

42. With the growth of towns and cities and more rapid development in 
the countryside, passenger transport services constitute a business completely 
free from risk, highly profitable as an investment and essentially a public 
utility suitable for operation on a public and semi-public basis. Therefore, 
there are valid economic grounds in favour of State Governments proceed¬ 
ing towards enlargement of their own share and the share of municipal 
and cooperative undertakings in passenger transport. We are in favour of 
State Government giving a due place in their Five Year Plans to the develop¬ 
ment of passenger transport in the State, municipal and cooperative sectors, 
each State determining the extent of advance in any given period according 
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to its assessment of development needs in diflferent regions, specially those 
still inadequately developed, and the resources it can make available. To a 
large extent, such development can and should be self-financing, the profits 
and reserves of existing undertakings being ploughed back into the industry. 
From this aspect, we attach very great importance to the question of forms 
of management of road transport undertakings owned and operated by State 
Governments. This is the crucial factor in the rapid development of road 
transport as a public enterprise and it would be an error to consider the 
expansion of Government’s role and the form of organisation as separate 
anjd unrelated issues. 

43- As distinguished from passenger transport, goods transport has been 
confined almost entirely in the private sector and has, in fact, remained as a 
more or less unorganised industry to whose development detailed thought has 
ydt to be given. In Himachal Pradesh, goods transport is undertaken by a 
Government undertaking. For short periods State services for transport of 
goods have been operated in Maharashtra and Mysore- Since November 
1962 a Central road transport organisation has operated goods services to 
Assam and the northern parts of West Bengal. ITiis organisation has now 
been constituted into a company with an authorised capital of Rs. 2 crores, 
and its vehicles ply to some extent between Gauhati and Calcutta and on a 
larger scale in the Siliguri-Gauhati area. In some States, nationalised pas¬ 
senger services also carry goods on a limited scale as unaccompanied parcels. 
These are the only instances at present of public participation in goods 
transport. 

44. The main explanation for the small advance made by State Govern¬ 
ments and the Centre so far in the field of goods transport is that the 
problems presented by road transport in terms of the scale of development 
called for, the requirements of the more backward regions, coordination in 
relation to rail transport and other services and the question of finance of 
operators have not received sufficient consideration. These are some of the 
basic issues in transport policy at die national level. It has been apparent for 
several years that the Motor Vehicles Act, even as amended in 1956, has 
done little more than prevent imeconomic competition within the road 
transport industry. In any event, in view of the limited supply of vehicles, 
the scope for such uneconomic competition so far was not considerable. The 
existing legislation has failed to secure the development of the industry 
along sound and eflScient lines, or achieve proper coordination between rail 
and road transport, or cater adequately to the needs of the less developed 
regions. Instead, it has provided the basis for a restrictive and unintegrated 
approach to the development of road transport. In retrospect, it seems to 
us to have been a weakness that at successive stages, the problem has not 
been viewed comprehensively in relation to the tasks to be carried out and 
how best they could be accomplished. Thus, towards the end of the First 
Plan the Central Government proposed to States that, until the end of the 
Second Plan, nationalisation of goods transport services should not be under¬ 
taken. In 1958, the Central Government again recommended that during 
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the period of the Third Plan the policy of nationalisation need not be ex¬ 
tended to goods transport. However, in the Report on the Third Plan, in 
view of the likely pressure on transport, specially on the railways, the possi¬ 
bility of extending the activities of the public sector in the field of goods 
transport by road was envisaged in the following terms ; 

“In view of the great pressure on railway transport and the need 
for coordinated development of various forms of transport in 
the course of the Third Plan, it may be necessary for the public 
sector to extend its activities in the field of transport of goods 
by road. A number of questions, such as the forms of organi¬ 
sation and die scope of the programme, will be considered 
further in the light of the recommendations of the Committee 
on Transport Policy and Coordination and in consultation with 
the State Governments.” 

45. As a Committee, we have endeavoured to consider the subject afresh 
and in relation to certain objective facts. 

Firstly, according to the tentative estimates for the Fourth Plan, goods 
traffic is likely to increase over the five years 1965-66 to 1970-71 by about 
70 per cent, from 40 lo 68 billion tonne kilometres and the production of 
vehicles to rise from 40,000 to 100,000. It is hoped that the private sector 
wiU be able to undertake a large part of this development, but it may well 
be necessary to supplement this effort. Private operators, many of whom 
are persons of small means and inadequately equipped, will need financial 
resources on an enormous scale, and it is at best uncertain if these will 
become available except over a period of sustained effort and organisation. 

Secondly, in several States, there are substantial regions in which deve¬ 
lopment has lagged behind and in whose future growth road transport can 
make an important contribution. It is precisely in these areas that private 
industry does not always move in readily; for the services take time to 
build up and much preliminary effort is needed. The question arises whether, 
even after allowing such encouragement and concessions to existing and 
potential private operators as may be feasible, there may not be further need 

in certain situations for promoting State and cooperative enterprise. 

Thirdly, the economy of the region comprising Assam and the neighbour¬ 
ing territories and of Jammu and Kashmir is affected adversely by high costs 
of transport as well as by inadequacy of transport. In these regions, among 
others, experience has demonstrated conclusively enough that private 
services are more likely to be developed and maintained on a reasonable 
scale if, at the same time, there is a significant area of public activity, such 
as will continue uninterrupted even under difficult circumstances. 

Fourthly, public undertakings, besides filling important gaps in the net¬ 
work of services needed in a complex and growing economy which is yet 
lacking in balance in many ways, could help speed the reorganisation of the 
road transport industry along sound and economic lines. They could set 
standards of performance, which could be applied progressively to the 
industry as a whole, for instance, in the matter of services to be provided. 
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freights and fares, use of booking agencies and maintenance of schedules. 
In particular, it is necessary to establish a pattern of work in the road 
transport industry which provides fair opportunity to small operators, 
encourages them to come into viable imits and helps to link up their opera¬ 
tions more closely with those of the larger undertakings, thus assuring them 
steady and continuous business and reducing both their risks and their 
costs. In this direction also public undertakings could set th^i pace and 
induce other large operators to join in schemes of value to the industry 
as a whole. 

Finally, we come to perhaps the most conclusive element in the situation. 
We have referred at length in earlier chapters to the nature of the problem 
of road-rail coordination, specially over long distance operations. Proposals 
for allocation of traffic, having due regard to social costs and benefits, are 
likely to remain largely on paper, unless appropriate instnunents are devised 
for giving effect to them, botli directly and through influence exerted 
indirectly on other agencies. From this aspect, we consider that the active 
participation of the railways in long distance goods transport by road is a 
Necessary step in the interest of overall tiansport development and the 
economic use of resources. Such participation can be facilitated by estab¬ 
lishing public corporations to share in the growth of road transport. 

The problem of coordination will arise on a larger scale than at present 
if our proposals for liberalising the existing system of road transport regu¬ 
lation are accepted and inter-State and intra-State permits are introduced. 
We hope that at the State level the question of road-rail coordination and the 
need for expansion of road transport services will be seen as connected 
developments and in a much broader perspective than in the past. From 
this aspect we envisage that, as their resources permit, State Governments 
may be in a position to make a beginning in the operation of goods transport 
services, associating the Railways as partners in this activity. They may 
do so, as a first step, by extending the scope of existing State road transport 
undertakings and, where necessary, by setting up new corporate undertakings. 
We visualise such public participation in goods transport, not as a scheme 
of nationalisation, to be put through now or in the future, but as an attempt 
to forge a necessary means for the strengthening of the road transport 
industry as a whole and achieving coordination between different forms of 
transport in the interest of the national economy. How far this effort may 
proceed will depend on the economic results achieved and the efiicieney with 
which the services are operated. We appreciate of course that in the early 
years of the Fourth Plan, because of the many claims on resources which 
have to be met, the advance in most States in the direction of public parti¬ 
cipation in goods transport is not likely to be on any significant scale. 
Nevertheless, it is desirable to stress the general approach. 

The case for coordination between road and rail transport on long 
distance inter-State routes stands on a special footing. Here we are faced 
with a difficult problem which, in the absence of an agreed and forward- 
looking approach on the part of all concerned, may in future become a 
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cause of wrong policies, not only in the States, but also at the national 
level. We consider that it i.s necessary to promote some measure of public 
participation in long distance goods transport as a way of bringing the 
Central and State Governments and the Railways as partners in an effort 
to achieve such coordination between road and rail transport as will help 
expand road transport, reduce the existing restrictions, bring about cheaper 
and more efficient ti L usport, induce .suitable adjustm; nts in railway rating 
policies and promote a coordinated and planned approach to the develop¬ 
ment of transport services. From this aspect, we reconmend the formation 
of a corporation to operate long distance goods transport serx'ices on selected 
uiter-State routes, in which the Central Government through the Ministry 
of Transport, the Railway Board and the States concerned may provide 
capital in suitable proportions, for instance, in the ratio of 30, 30 and 40 
rcspectivdy. Provided it begins on sound lines and proceeds step by step, 
■^uch a corporation will be of the greatest value to the Inter-State Road 
lYansport Commission in the regulation and expansion of inter-State services, 
riie pace of expansion can be determined by circumstances and needs as 
these develop. We visualise the corporation working in close cooperation 
with undertakings sponsored by the State , and v. hh associations of road 
transport operators and, in particular, giving special support to small 
operators. 

Ln making these recommendations in favour of public participation in 
goods transport by road, we wish to refer once again to the important role 
assigned to private operators and to the need to give to them such financial 
and other assistance as will enable them to expand their activities on tlie 
scale foreshadowed in the Fourth Plan, In our recommendations we are 
guided by tlie overall needs of national and regional economio development 
and of coordinated development of road and rail transport and have avoided 
thinking in terms of rigid demarcation of activity or conflict of interest 
between the public and private sector. In the light of these observations it 
IS our hope that our proposals may become the basis of constructive action 
and consideration by the Central and State Governments, by the Railways 
and by private operators. 

46. It is already Government’s policy to encourage the formation of 
cooperative transport organisations. These could be of value in several 
fields, notably, in the transport of agricultural produce, for instance, in 
association with food trading organisations set up by the Central and State 
Governments and in association with cooperative and other processing 
industries. In hilly regions and other areas where existing road transport 
services are inadequate, road transport should be developed along coopera¬ 
tive lines with the support and participation of Government and even 
permitted to develop for a period largely on the basis of monopoly. Simi- 
liirly, for carrying fruits and vegetables, milk, fish and perishable goods, 
cooperative transport undertakings could supplement other services and, 
where necessary, could be given the bulk of the business. It is of course 
important that cooperative organisations should be both genuine and well 
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managed, and every care must be taken to see that the support and con¬ 
cessions which it is necessary to give to cooperatives are not misused. 

Management of State Transport Services 

47. As we have suggested already, the contribution which the public- 
sector can make to the growth of a healthy and progressive road transport 
industry turns out a little on the forms and efiSciency of management which 
it is able to provide. There is at present no imiform practice in regard to 
the management of the State Road Transport Undertakings. Some of them 
are managed through Corporations set up under the Road Transport Cor¬ 
porations Act, 1950, while, in certain other States, they are being run 
departmentally. In Orissa, in one region nationalised services are managed 
through a joint stock company in which the railways also participate. In 
the larger cities road transport services are commonly run by Municipal 
Corporations. 

With the gradual expansion of passenger road transport services in the 
public sector, the question of the form of management of the nationalised 
undertakings has drawn repeated comments. In its Preliminary Report, 
the Committee studied this question in some detail and recommended that 
Corporations should be constituted by State Governments and that the 
Railways should be enabled to participate in the share capital. The most 
important consideration which weiglied with the Committee in making this 
recommendation was that as a form of management corporation would faci¬ 
litate coordination through mutual agreement between State Road Transport 
Undertakings on the one hand and the Railways on the other. In the view 
of the Committee, experience of the working of Corporations, with which 
the Railways had been associated, had demonstrated this proposition. 

48. We adhere to the conclusion reached in the Preliminary Report and 
consider that, in addition to bringing about greater coordination in services. 
Corporations are essential for mobilising the internal resources needed for 
the continuous expansion of road transport undertakings and for measuring 
and enforcing standards of efficient management. Corporations would have 
much greater autonomy in the management and operation of commercial 
services, in the use of internal resources and in mobilising resources for 
future development than obtains in the case of departmental undertakings. 
The Road Transport Corporations Act, 1950, under which Corporations 
are set up, provides considerable scope for Corporations to function on 
commercial lines and enables them to take and implement decisions speedily 
without being tied down by rigid procedures. State Governments some¬ 
times take the view that inasmuch as departmental undertakings are not 
liable to income tax and corporation tax, which accrue mainly to the Central 
Government, this form of organisation is more profitable to them. If this 
argument was to be considered really valid, all enterprises established by 
States should be organised departmentally and no State Government should 
set up a corporate body to operate on its behalf. Road transport under¬ 
takings should be thought of as an important ingredient in that part of the 
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public sector activities in which State Governments have the largest share. 
As such, precedence should be given to sound and economic management, 
attainment of the highest standards of efficiency and continuity of growth 
and expansion from within rather than to the short term consideration of 
enlarging receipts through not having to pay such Central taxes as are borne 
by all enterprises, public or private, under the appropriate legislation. 
Clearly, the issue should be looked upon in a broader frame of reference 
than has been done in some States in recent years. 

49. We are glad to note that these arguments are being increasingly 
appreciated by State Governments. States which have already set up cor¬ 
porations are: (1) Andhra Pradesh, (2) Bihar, (3) Gujarat, (4) Kerala, 
(5) Madhya Pradesh, (6) Maharashtra, (7) Mysore, (8) Punjabi (for erst¬ 
while PEPSU area), (9) Rajasthan, (10) West Bengal (except the Durgapur 
city service), and (11) Himachal Pradesh (Mandi-Kulu Road Transport 
Corporation). The Government of Orissa also propose to constitute a 
Corporation in the near future. Governments of four States—^Assam, 
Madras, Punjab (for regions other than the former PEPSU area) and Uttar 
Pradesh have yet to constitute corporations. It is our hope that these States 
will agree to re-examine their earlier views, specially in the context of future 
development and expansion of goods transport services as recommended 
by us. This would facilitate planned and coordinated development of road 
transport in which both public and private operators and the Railways have 
a valuable part to play. 

50. A useful recent development is the formation of the Association of 
State Road Transport Undertakings. The Association has the following 
aims and objects: 

(i) to undertake and promote research studies in transport econo¬ 
mics imd engineering etc., affecting the transport industry; 

(ii) to secure and provide a technical consultancy service for the 
benefit of the State Transport Undertakings; 

(iii) to render common service to the members of the Association 
and to assist them in such matters as standardisation of equip¬ 
ment, purchase of materials at economic prices, promotion of 
efficiency of road transport services and reduction in the opera¬ 
tional costs; 

(iv) to provide facilities for instruction, training and research for 
the persons employed in these undertakings; 

(v) to encourage the adoption of modem tools of scientific manage¬ 
ment like work-study, budgetary control etc.; 

(vi) to publish bulletins, notices, journal for the dissemination of 
useful information and to arrange seminars, inter-unit visits etc. 

The work of the Association should help in bringing about uniformity 
of practices and better tests of efficiency among State and municipal trans¬ 
port undertakings and promote schemes for strengthening the economy of 
small operators and achieving greater coordination with the services offered 
by the Zonal Railways. 
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Statement showing the number of regular and temporary inter-State public and private 
carrier permits agreed to be issued by the various States according to the terms 
of reciprocal agreements as in July, 1965 


Serial 

number state 

1 2 

neighbouring states 

3 


regular 

permits 

4 

number of permits 

temporary private 
permits carriers 

5 6 

1 Andhra Pradesh 

Delhi 


25 

20 

no limit 


Madhya Pradesh . 


75 

100 

specified 


Maharashtra 


300 

100 

30 


Mysore 


600 

no limit 

75 

■ 

Orissa 


200 

specified 

50 

no limit 


Punjab 



20 

specified 

5 


Uttar Pradesh 


, , 

20 

.. 


West Bengal 



10 



Madras 


2000 


- 

2 Assam 

Manipur, Tripura 


70 

30 



Nagaland 


320 

15 



West Bengal 


60 

50 

no limit 

3 Bihar 

Delhi 


10 

5 

specified 


Madhya Pradesh . 


50 

100 



Maharashtra . 


25 

50 

20 


Orissa 


60 

25 

DO limit 


Punjab 


25 

30 

specified 

10 


Uttar Pradesh 


50 

no limit 

no limit 


West Bengal 


630 

specified 
no limit 

specified 

4 Delhi 

Andhra Pradesh 


25 

specified 

20 

no limit 


Bihar 


10 

5 

specified 


Gujarat 



10 



Goa 


6 

2 

2 


Jammu & Kashmir 


10 

365* 



Madhya Pradesh . 


75 

no limit 



Maharashtra 


100 

specified 

75 

20 


Mysore 


10 

20 

5 


Punjab 


7500 




Rajasthan 


322 

no limit 



Uttar Pradesh 


60% 

specified 



West Bengal 


75 

50 

.. 

per year; each permit for single trip. 
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'^Gujarat 

3 

Delhi 

Madhya Prtidcsh 

Maharashtra 

Rajasthan 

'‘■Goa 

Gujarat 

Maharashtra 

Mysore 

~ Himachal Pradesh 

Punjab 

h Jammu & Kashmir 

Delhi 

Punjab 

Kerala 

Mysore 

Madras 

I" Madhya Pradesh 

And’ira Pradesh 
Bihar 

Deilii 


Gujarat 

Maharashtra 

Orissa 


Punjab 

Rajasthan 


Uttar Pradesh 
West Bengal 

^ .Maharashtra 

Andhra Pradesh 
Bihar 

Delhi 

Gujarat 

Goa 

Madhya Pradesh 
Mysore 

Punjab 

Rajasthan 

Uttar Pradesh 
West Bengal 

’ Manipur & 

Tripura 

Assam 

Nagaland 

Mysore 

Andhra Pradesh 


Delhi 

Goa 

Kerala 

Maharashtra 

Puryab 

Madras 

' per year; each pentiit for single trip. 


4 

5 

(' 


10 


75 

100 

SO 

360 

200 

100 

125 

100 

30 

6 

2 

2 

50 

60 

20 

100 

250 

25 

88 

250 

59 

10 

363" 


77 

35 

10 

■100 

25 

25 

800 



75 

too 


50 

100 


75 

no limit 


75 

specified 

100 

50 

750 

400 

200 

100 

50 

no limit 

.50 

150 

specified 

15 

130 

no limit 


750 

specified 

300 



20 


300 

100 

30 

25 

50 

20 

100 

75 

20 

360 

200 

IOC 

50 

60 

20 

750 

400 

200 

1100 

300 

100 

80 

100 

15 


25 


100 

100 

25 

50 

25 

25 

70 

30 


no 



restriction 

600 

no limit 

75 

10 

specificri 

20 

5 

100 

250 

25 

400 

25 

25 

1100 

300 

100 


20 


700 


50 
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1 2 

3 

4 

5 

6 

14 Nagaland 

Assam 

320 

15 



Manipur, Tripura . 

no 





restriction 



15 Orissa 

Andhra Pradesh 

200 

50 



Bihar 

60 

25 

no limit 
specified 


Madhya Pradesh . 

100 

50 

no limit 
specified 


West Bengal 

40 

70* 


16 Punjab 

Andhra Pradesh 

. 4 . 

25 

5 


Bihar 

25 

30 

10 


Delhi 

2500 




Himachal Pradesh. 

88 

250 

59 


Jammu & Kashmir 

385 

165 

40 


Madhya Pradesh . 

50 

150 

15 


Maharashtra 

80 

100 

15 


Mysore 

Rajasthan 

250 

20 ** 



Uttar Pradesh 

100 

200 

50 


West Bengal 

25 

30 

10 

Rajasthan . 

Delhi 

322 

no limit 
specified 



Gujarat 

125 

100 

30 


Madhya Pradesh . 

130 

no limit 
specified 



Punjab 

443 

100 

20 


Uttar Pradesh 

202 

200 


18 Uttar Pradesh 

Andhra Pradesh . 


20 



Bihar 

50 

no limit 

no limit 




specified 

specifieti 


Delhi 

40% 

300 



Madhya Pradesh , 

750 



Maharashtra 

100 

100 

25 


Punjab 

100 

200 

50 


Rajasthan 

202 

200 

no limit 
gpeeified 


West Bengal 

100 

100 

no limit 
specified 

1$ West Bengal 

Andhra Pradesh 


10 

, . 


Assam 

60 

50 

no limit 
specified 


Bihar 

390 

no limit 
specified 



Delhi 

75 

50 



Madhya Pradesh . 


20 

... 


Maharashtra 

50 

25 

25 


Orissa 

40 

70* 



Punjab 

25 

30 

10 


Uttar Pradesh 

100 

100 

no limit 
spedfied 

20 Madras 

Andhra Pradesh 

2000 




Kerala 

800 




Mysore 

700 


50 


•» Inculsive of 30 seasonal permits, 


♦♦per month. 






CHAPTER VII 


TAXATION OF COMMERCIAL MOTOR TRANSPORT 

The broad approach to the taxation of commercial motor transport should 
be in line with the principles which determine the regulation and develop¬ 
ment of road transport. Public policy in respect of these related issues has, 
however, developed independently. From time to time, in forums such as 
the Transport Development Council, recommendations have been made for 
bringing about improvements and simplification in the prevailing system of 
motor taxation with a view to easing restrictions on the movement of vehicles, 
but little practical action has ensued. Question concerning the level and quan¬ 
tum of taxation falling upon the road transport industry and its incidence 
are undoubtedly of great importance for future development, but they do 
not fall fully within the terms of reference of our Committee and are, with 
greater advantage, enquired into separately.^ The aspects with which we 
feel concerned are, (a) whether the various taxes which motor transport 
bears carmot be consolidated and their diversity reduced, (b) whether means 
can be found to bring about greater uniformity in taxation prevailing in diffe¬ 
rent parts of the country, and (c) whether the system of motor taxation can 
be brought into closer harmony with the scheme of regulation which we 
have recommended. In this Chapter we consider these issues against the 
background of a short factual review of the existing system of motor taxation. 

2. We may begin by stating the constitutional position concerning the levy 
of taxes on motor transport. Under Entry 35 of the Concurrent List in the 
Seventh Schedule of the Constitution, Parliament has the power to legislate 
in respect of mechanically propelled vehicles, including the principles on 
which taxes on such vehicles are to be levied. But such legislation cannot 
determine the quantum of these, taxes. Taxes on vehicles, whether mechani¬ 
cally propelled or otherwise, are in the exclusive competence of State Legis¬ 
latures. Entry 56 of the State List in the Seventh Schedule provides for taxes 
on goods and passengers carried by road or on inland waterways. Entry 57 
for taxes on vehicles, and Entry 59 for tolls. A consequence of this distribu¬ 
tion of powers is that every State is free to determine the types of taxes on 
motor transport which it levies, their quantum and the changes effected from 
time to time. Gradually, variations between State and State have tended to 


>In September 1965, a Road Taxation Enquii-y Committee was constituted by the 
Ministry of Transport under the Chairmanship of Dr. B. V. Keskar to undertake detailed 
examination of all aspects of taxation on motor vehicles with a view to recommending pro¬ 
cedural, legal and constitutional remedies necessary for ensuring development of road 
transport consistently with the general development of the country. The terms of reference 
of the Committee include examination of costs of operation, principles on which motor 
vehicles taxation is based and questions relating to law, procedure and administrative 
machinery connected with the levy of taxes, toils, etc. 
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increase. It has not been possible so far for the Central Government to 
propose any uniform principles of motor taxation because, in the field of 
tiixation, principles and criteria are difficult to lay down in concrete form 
except as part of a definite scheme of taxation. Similarly, although Parlia- 
nient can legislate, under Entry 42 of the Union List for inter-State trade and 
commerce, hitherto no attempt has been made to regulate inter-State road 
transport or to propose principles of taxation appropriate to such transport. 
Inevitably, therefore, the existing system of motor taxation presents a picture 
of extreme variety with little concerted effort to ensure that the tax system 
should be so devised as to contribute to the maximum extent to the develop¬ 
ment of an efficient, well-organised and technologically progressive road 
transport industry. 


Main Features of Existing Taxation 

3. Ihc principal taxes levied at present on commercial vehicles are (a) 
the motor vehicles tax, (b) taxes on passengers and goods, and (c) local 
taxes, such as octroi, tolls and wheel tax, 

4. Motor vehicles tax .—This tax is levied in all States, both on public 
carriers and on stage carriages. Tlie rates at which the tax is levied in 
different States and its basis are set out in Table 1 in the Annexure to this 
Chapter. Rates of motor vehicle taxation have varied as between States, 
ihe Motor Vehicles Ta.xation Enquiry Committee, which was set up in 1950 
to make a comprehensive study of taxation of motor transport, recommended 
fixation of a ceiling on motor vehicles taxation of 75 per cent of the tax 
then prevailing in Madras State. This suggestion was, however, not followed 
by State Governments and eventually the Transport DeveJopment Council 
at its meeting in March, 1960 proposed that the question of fixation of the 
ceiling should not be pressed and that State Governments should consult the 
Ministry of Transport at the Centre before finalising their taxation proposals. 

5. For stage carriages, the basis of the tax commonly adopted is the 
nuinber of seated passengers which a vehicle is permitted to carry. In 
Madras, Kerala and Mysore, besides seating capacity, the distance which a 
\chicle is permitted to ply is an additional basis for determining the quantum 
of the tax. However, in each of these States different distance ranges are 
adopted. In Uttar Pradesh, routes are divided into three classes, ‘A’, ‘B’ and 
‘C’ and for each there is a different rate of tax. 

6. For public carriers, as a rule, the motor vehicles tax is fixed with 
reference to the registered laden weight. However, in the Punjab the unladen 
weight is adopted as the basis. In Rajasthan the motor vehicles tax is based 
on payload and area of operation. In Uttar Pradesh, as in tlie case of 
stage carriages, public carriers are taxed according to the class of routes on 
which they operate. In Gujarat, Maharashtra and Kerala, different rates of 
taxation prevail for vehicles using petrol and those using diesel oil. 
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7. It will be seen from Table 1 in the Annexure that rates on stage carri¬ 
ages vary from less than Rs. 1,000 per year for a vehicle with a seating capa¬ 
city of 40 in some territories to more than Rs. 5,000 in others. Similarly, 
for public carriers, the variation is from less than Rs. 1,000 to about 
Rs. 3,000 or more. 

8. Taxes on passengers and goods. —Ta.xes on passengers and goods art- 
being levied in Assam, Bihar, Gujarat, Kerala, Madhya Pradesh, Madras, 
Maharashtra, Mysore, Punjab, Rajasthan, Uttar Pradesh, Himachal Pradesh 
and Jammu and Kashmir. Details of these taxes and the basis on which 
they are levied are set out in Table 2 in the Anne.vure. The tax on passen 
gers is usually a proportion of the fare. In one State a lower rate is charged 
in hilly areas than in the plains, in another for Icutcha roads compared to 
pucca roads. Similarly, the tax on goods is ivsually fixed as a percentage 
of the freight. In one State, a further distinction is made on the basis whe 
iher a truck operates in a specified region or over the whole State. 

9. Taxes on passengers are easier to explain than taxes on goods. Both 
are in the nature of surcharge. They are inconvenient forms of faxes becaase 
of the petty calculations involved and the small amounts to be realised. In 
a few States fomiulae have been devised to enable operators to compound 
for the amounts due on account of the passenger tax and the goods tax 
through the payment of a lumpsum. From the details given in Table 3 in 
die Annexure it will be seen that the basis adopted for compoundiDg these 
taxes is often cumbrous. Clearly, satisfactory principles and a rational system 
for passenger and goods taxes have still to be evolved. Another source of 
inconvenience, specially applicable to goods taxes, is that where a route 
passes through more than one State, these taxes have to be paid separately 
within each State and for each trip, even though the operator may not be 
authorised to pick up or deliver goods in the intermediate territories. More 
recently, this difficulty has been reduced in the case of regular permits 
through arrangements for compounding the tax on an annual or quarterly 
basis. 

10. Octroi and other local taxes .—^Local bodies still levy octroi duties 
in a number of States, as in Andhra Pradesh, Gujarat, Maharashtra, Mysore, 
Orissa and Punjab. In some others, octroi duties have been given up and 
the State Governments have evolved schemes for compensating local bodies 
for the loss of this source of revenue. There has been general agreement on 
the vexatious and inhibitary nature of octroi duties and the abuses to which 
they are prone, but action leading to its abolition has proceeded very slowly. 
Octroi duties continue to be levied in most States much to the disadvantage 
of free movement of goods by road. 

11. We have referred earlier to tolls on vehicles as a means of financing 
the repayment of special loans obtained by State Governments and municipal 
bodies for the construction of a limited number of major bridges, tunnels and 
other works. Tolls no doubt slow down traffic, but can be justified under 
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certain circumstances, as in the case of costly works which might not other¬ 
wise be undertaken. Tolls levied at hill stations, where considerable expen¬ 
ditures have to be incurred on roads and municipal authorities have to pro¬ 
vide special amenities in view of large numbers of visitors during summer 
months, are a somewhat special problem. 

12. The wheel tax is a local to levied on a vehicle at the place at which 
it is registered. It is being imposed by municipal bodies in Maharashtra. A 
tax such as this could as well be realised along with the motor vehicles_ tax 
taking, if necessary, the form of a small surcharge recovered on behalf of the 
municipal body. Alternatively, a portion of the income derived from the 
motor vehicles to could be made over to local bodies to enable them to do 
away with the wheel tax. On the whole, however, since the State Govern¬ 
ment levies a motor vehicles tax to enable a vehicle to operate on various 
specified routes, the imposition of a further wheel tax is hardly justified. 

Consolidation of Taxes and Other Reforms 

13. Modifications in the existing system of motor taxation may be con¬ 
sidered from two different aspects ; firstly, in relation to the movement of 
vehicles within a State; and secondly, in relation to inter-State movement. 

14. From the point of view of intra-State movement, the first recommen¬ 
dation we would reiterate concerns the need to do away with octroi duties. 
Such a step would also assist the movement of vehicles engaged in inter¬ 
state operations. 

15. Apart from local taxes, the next issue in the reform of the existing 
system of motor taxation concerns the desirability and mode of levying passen¬ 
ger and goods taxes. As noticed earlier, while a State like West Bengal, 
does not impose taxes on passengers and goods, a number of other States 
do. In our view, where such taxes exist, they should be levied on a simpli¬ 
fied basis as a lumpsum paid along with the motor vehicles tax for periods 
such as a year or a quarter or even on monthly basis. The practice of 
collecting passenger and goods taxes, vehicle by vehicle, has nothing to 
commend it; indeed, this method of collection leads to greater evasion and 
may be vexatious. From this would follow another reform, which has 
been urged for several years in the Transport Development Council and 
other forums, namely, that the same agency should be responsible for the 
collection both of the motor vehicles tax and of passenger and goods taxes. 

16. These are modest and rather elementary changes to effect. In fact, 
we would recommend that passenger and goods taxes should not be levied 
separately and should be consolidated with the motor vehicles tax, as has 
been done in Andhra Pradesh. In no other State has such consolidation of 
taxes been undertaken. In a few States, as in Uttar Pradesh and Kerala, 
the two sets of taxes are collected by or under the authority of the same agency. 
In Bihar, the Transport Department collects the motor vehicles tax, but the 
Commercial Taxes Branch of the Finance Department is responsible for 
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passenger and goods taxes. Some State Governments are considering pro¬ 
posals for entrusting the collection of various taxes paid by motor vehicles 
to a single agency. 

Motor Taxation and Inter-State Movement 

17. In respect of vehicles operating on inter-State routes, the problem 
of single-point taxation has come up for consideration on more than one 
occasion. In principle, all State Governments have agreed to single-point 
taxation only in the case of motor vehicles operating on regular permits on 
inter-State routes. Regular permits, it will be recalled, are at present issued 
on a very limited scale, mainly as a result of bilateral agreements between 
States. The greater part of inter-State traffic is undertaken on the basis 
of temporary permits, which tend to be renewed for further periods. Except 
for three States (Orissa, West Bengal and Bihar) which have accepted 
the principle of single-point taxation in respect of temporary permits 
issued under arrangements with nei^bouring States, when vehicles 
operate on inter-State routes on temporary permits, (as the larger proportion 
among them in fact do) motor vehicles and other taxes have to be paid 
in the State of origin as well as in States along the route. 

18. A situation of this character has naturally become the subject of 
much legitimate complaint, for, besides the financial burden, it leads to a 
great deal of harassment. There are two basic difficulties. First, inter-State 
movement of goods suffers from all the consequences of bilateral arrange¬ 
ments between individual States instead of being recognised, as it should be, 
as an important and distinct category of traffic for the issue of permits for 
the operation of commercial vehicles. Secondly, arrangements under which 
each State exercises its local authority to tax motor vehicles and move¬ 
ment of goods and passengers by mechanised transport become particularly 
inapt when extended to movement along inter-State routes. In our pro¬ 
posals we have endeavoured to deal with the first problem by recommend¬ 
ing a separate class of permits for inter-State movement issued under the 
authority of a considerably strengthened Inter-State Road Transport Com¬ 
mission as part of a scheme of road-rail coordination. Unless, at the same 
time, the system of taxation of commercial motor transport is modified to 
meet the requirements of inter-State traffic, it will not be possible to imple¬ 
ment effectively the proposals which we have made for the regulation and 
development of road transport. Therefore, certain minimum changes in 
the tax system become a necessary ingredient in the scheme, of development 
of road transport which we have proposed. 

19. This brings us back to the constitutional problem outlined at the 
beginning of this Chapter. It is essential that in the scheme of distribution 
of powers of taxation in the Seventh Schedule of the Constitution there 
should be a suitable counterpart to Entry 42 under which Parliament can 
legislate for inter-State trade and commerce. In other words, it is not 
enough for the Centre to be able to prescribe, under Entry 35 of the 
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Concurrent List, the principles on which taxes on mechanically propelled 
vehicles may be levied. Three possible courses can be considered. Taxes on 
goods and passengers carried by road or on inland waterways and taxes 
on mechanically propelled vehicles (Entries 56 and 57 in the State List) 
may be placed on the Concurrent List or on the Union List in the Seventh 
Schedule. Or, as a third possible approach, Entry 35 in die Concurrent 
List may be amended so as to enable Parliament to levy taxes on mechnically 
propelled vehicles operating on routes declared as inter-State routes. Which¬ 
ever course is adopted, the proceeds of taxation would accrue to the States. 
There would be greater uniformity in levels of taxation if taxation of motor 
vehicles throughout the country were regulated under Union legislation and 
this would assist the development of road transport. For reasons explained 
earlier, in our view, the minimum change needed is to bring taxation, now 
under the exclusive jurisdiction of States Legislatures under Entries 56 and 
57 of the State List within die concurrent jurisdiction of the States and the 
Centre under the Seventh Schedule of the Constitution. Where taxes are 
levied and collected under the authority of Parliament, the proceeds should 
be assigned to the States, for which the necessary provision already exists 
in Article 269 of the Constitution as amended a few years ago. We envisage 
Parliamentary authority being used to determine taxation pertaining to inter¬ 
state movement and to support, thus, the scheme of regulation) of inter¬ 
state road transport and road-rail coordination which we have recommend¬ 
ed. In accordance with the general principles of motor vehicles taxation 
laid down by Parliament, individual States should be free to determine 
tax rates as applicable to operations on intra-State routes. 

20. The necessary authority for Parliament can be obtained either by 
an amendment of the Constitution or by action under Article 252 of the 
Constitution. For the latter procedure to be adopted, initiative has to be 
taken by the Legislatures of such States as are desirous of empowering Parlia¬ 
ment to make laws respecting the relevant entries in the State List. The 
unanimous agreement of all States in the country will be required; otherwise, 
only tliose States whose Legislatures pass the necessary resolutions would be 
subject to the Parliamentary legislation which might be undertaken. M«r&- 
over, in the event of any amendment being required, the same elaborate 
procedure would have to be followed over again. In the circumstances, we 
consider that an amendment of the Constitution on the lines proposed above 
will be in the best national interest and we trust that the Central Govern¬ 
ment will find it possible to take the necessary initiative in the near future. 
Our proposal retains the existing legislative powers of the States, without 
making them exclusive and, at the same time, it safeguards their financial 
interest in as much as the proceeds of any taxation which is imposed by 
virtue of Parhament’s authority will be distributed wholly to the States. 

21. The advantages of the proposals we have outlined above may b« 
briefly stated. First, the scheme of road transport regulation which we 
have rec ommen ded will become capable of practical implementation. T* 
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distinguish vehicles operating under inter-State permits from others we have 
already recommended that they should bear a specified colour. Secondly, on 
inter-State routes there will be a single motor vehicles tax, the rates being 
adjusted according to capacity and distance of operation, but applicable 
uniformly throughout the country. The tax will be paid at the place of 
registration, although the proceeds will be distributed among various States 
according to the general criteria adopted for the issue of permits to operators 
from different States to which reference has been made in Chapter VI. On 
inter-State routes, there should be no need to levy separate passenger and 
goods taxes. Vehicles operating on these routes, being distinctive also in 
colour, can be exempted from, octroi and local taxes other than special 
tolls on bridges, tunnels etc. Thirdly, since, uniform principles of motor 
vehicles taxation wilt be adopted, tax rates proposed by the Centre 
for inter-State routes will provide a broad guide and as some kind of upper 
limit for taxes levied directly by State Governments on vehicles operating on 
permits issued under their own authority. Finally, with greater uniformity 
in motor taxation and more common norms being established, it should be 
possible also to devise suitable concessions and incentives to stimulate the 
growth of road transport in the more backward regions, in hilly areas and 
in tracts in which, in the past, transport facilities have tended to lag behind. 



ANNEXURE 


Table 1 


state/territory 


Rates of motor vehicles tax on public carriers and 
carriages (1963-64) 


stage 


public carriers 


basis of 


maximum rate 


{Rs. per annum) 
stage carriages 

(rate of tax-40 sealer) 



taxationi 

of tax 
prescribed 




1 

2 

3 



4 

Andhra Pradesh 

R.L.W. 

2940 


10,800 

in addition Rs. 22-50 






for every standing pa¬ 
ssenger for which the 
vehicle is licensed. 

Assam 

payload 

Rs. 900 for 


1,600 




9 tonnes 




Bihar 

R.L.W. 

1760 


1,460 


Gujarat 

R.L.W. 

Rs. 2684 for 13 


1,392 




tonnes 




Jammu & 

R.L.W. 

300 


320 


Kashmir 






Kerala 

R.L.W. 

2900 

(0 

5,600 

vehicles do not exceed 




200 kms. a day. 




«V) 

6,400 

vehicles exceeding 200 






kms. a day. 

Madras 

R.L.W. 

3200 

(i) 

5,600 

vehicles covering 210 kms. 





per day. 




00 

6,400 

vehicles exceeding 210 






kms- but not 270 kms. 
day. 




(m) 

7,200 

vehicles plying more than 




270 kms. a day. 

Maharashtra 

R.L.W. 

Rs. 2487 for 13 


1,824 




tonnes. 




Madhya Pradesh 
Mysore 

R.L.W. 

R.L.W. 

1 


2,025 

4,800 


Rs. 2980 for 13 

(/) 

vehicles covering iipto 



tonnes 



97 kms. a day. 




(«) 

5,600 vehicles covering more 






than 97 kms. a day. For 
every other passenger 
other than seated for 
which the vehicle is 






permitted the rate is 
Rs. 40 per person. 

Orissa 

R.L.W. 

2100 


4,800 


Punjab 

U.L.W. 

1000 


2,150 

maximum rate prcscrib- 





ed at Rs. 2750. 

Rajasthan^ 

payload 

2000 


1,500 


IR.L.W.—Registered Laden Weight. 


U.L.W.—Unladen Weight. 

2In Rajasthan, rates are lower for vehicles operating within a region. For a payload 
of 5 tonnes the tax is Rs. 1,000 and for all above Rs. 1,250. 
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I 

TJlUir Pradesh 

2 

U.L.W. 

3 

4 



‘A’ class route—1920 

1,452 

‘A’ class route. 


‘B’ class 

route—1564 

1,160 

‘B’ class route. 


‘C’ class route—1212 

856 

‘C’ class route. 

West Bengal 

R.L.W. 

Rs. 2575 for 

13 tonnes. 

2,190 


Delhi 

R.L.W, 

Rs. 700 upto 10 
tonnes and Rs. 

100 for every 
tonne and part 
thereof. 

1,720 

maximum rate is 

Rs. 2220. 

Hiniachal 

U.L.W. 

400 

800 


Pradesh. 

Manipur , 

payload 

Rs. 600 for 9 
tonnes 

625 


Tripura 

U.L.W. 

300 

161 



Table 2 ; Taxes on passengers and goods 

passenger itix goods tax 

•Slate 


year 

rate as percentage 

year 

rate as percentage 


from 

which 

levied 

of fare 

from 

which 

levied 

of freight 

Assam 

1962 

10 

1962 

10 

Bihar 

1950 

12-5 

1950 

12'5 

Gujarat 

1958 

17-5 

1962 

3 

Kerala 

1963 

10 

1963 

5 

Madras 

1952 

10 

1952 

5 

Maharashtra 

1958 

15 

1962 

3 

Madhya Pradesh 

1959 

10 

1962 

10 

Mysore 

1961 

10 

1961 

5 

Punjab 

1952 

(/) 25 per cent of fares in 
plains; and 

(/7) 16 66 per cent of fares 
in hilly regions. 

1952 

Rs. 1215 per annum for 
plains. 

Rs. 810 per annum for 
hilly region. 

Rajasthan . 

1962 

(/) 20 per cent of fare on 
pucca routes; and 

(h) 15 per cent of fare in 
other cases. 

1961 

15 

Uttar Pradesh . 

1962 

10 


not available 

Jammu & Kashmir 

1963 

not available 

— 

not levied. 




116 


TRANSPORT POLICY AND COORDINATION 


Table 3 ; Rates for compounded levy of passengers and goods taxes 
in certain States 


state 

rate of compounded levy for 

rate of compounded levy for 


passenger tax 

goods tax 

Assam 

not available 


Bihar 

10 paise per mile on the basis of 
25 seating capacity of a bus. 

not available. 

Crujarat 

composition is not admissible 

iRs 90 per J month for carriers 
with carrying capacitj' upto 9 
tons. 

Kerala 

Rs, 25 per seat per quarter 

(0 Rs. 22-50 per month for Mala¬ 
bar Distt. alone; 

(//■) Rs. 112-50 per quarter. 

Madras 

Rs. 25 per seat per quarter 

Rs. 22-50 per month. 

Maharashtra 

composition Is not available 

Rs. 120/- per month is maximum 
and is according to the carrying 
capacity of the vehicle. 

Madhya Pradesh 

(i) Rs. RLfV-VLfVi for holders of 

10 regional permits; and 

{ii) Rs. RLfV-VLfVfor holders of 
6 inter-regional 

permits; 

(weights are expressed in 
kilograms). 

Mysore 

not available 

fRs. 1215 per annum for plains.! 

Punjab 

not admissible 

■( Rs. 810 per annum for hilly 
regions. J 

Rajasthan . 

contposition is not admissible 

(0 Rs. 660 per annum for trucks 
above 5 tons having all 
Rajasthan permits. 

(h) Rs. 580 per annum for trucks 
above 5 tons having permits- 
for one region. 

Uttar Pradesh . 

rate is based on the following 
formula : 

FxTxR 
where F=fare 

T=number of one way 
trips to be made 
during the period. 
R=rate of tax 

the sum so determined should 
not be less than 75% of the 
normal tax assessable other¬ 
wise. 

not available 

Himachal Pradesh. 

no composition 

no composition. 

iThe option for compounding is available only for operators having not more than 


four vehicles. 

2R.L.W.—Registered Laden Weight. U.L.W.—unladen Weight. 



CHAPTER Vlll 


COASTAL SHIPPING AND RAIL-SEA COORDINATION 

In J950, Government accepted the poUcy of reservation of coastal 
■shipping for Indian tonnage and, by 1952, coastal trade was being catered 
for entirely by Indian companies. In August 1965, the total tonnage operat¬ 
ing on the coast was 4.2 lakh GRT and consisted of 112 coastal ships, includ¬ 
ing three tankers. About 60 per cent of the ships were more than 15 
years old. Coastal traffic is divided broadly into two categories : (a) the 
West Coast trade, that is, trade between Kandla and Tuticorin, and (b) 
the Wider Coast trade, that is, between the East Coast and the West Coast, 
and also the purely East Coast traffic. The main commodities which are 
carried by ships around the coast are coal, salt, cement and general cargo 
comprising foodgrains, fertilizers, jute, tea, iron and steel products, refinery 
products, cotton and piecegoods, etc. The port of Calcutta plays a crucial 
role in coastal shipping. Coal, which is the principal item of traffic on the 
coast, is loaded from Calcutta for shipment to the Southern and Western 
India, while salt, which is the next most important item of coastal traffic 
is unloaded at Calcutta. 

2. Coastal shipping is predominantly in the hands of private companies 
and most of the shipping companies operating on the coast are members of 
the Indian Coastal Conference. Under the Merchant Shipping Act, 1958, 
the Central Government have powers to fix shipping rates. Any proposal 
to revise rates on coal and other commodities which are of importance to 
the economy as a whole require Government’s prior approval. The Coastal 
Conference prepares monthly programmes for lifting of coal and arranges 
shipment of bulk cargo like salt and for meeting ad hoc demands for move¬ 
ment of foodgrains and other commodities. In general it attempts to pro¬ 
tect the interests of the member lines. 

Growth of Coastal Traffic 

3. The growth of coastal traffic carried by the Conference and non- 
Conference lines together in recent years is shown in the following Table. 


■year 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 


Table I : Coastal traffic in India—dry cargo 

{lakh tonnes) 


coal 

salt 

general cargo 

total 

7-70 

4-54 

12-90 

25-14 

10-89 

4-71 

12-19 

27-79 

12-63 

4-18 

11-97 

28-78 

12-28 

4-79 

11-98 

29-05 

10-64 

4-71 

11-69 

27-04 

10-97 

4-78 

10-17 

25-92 

10-51 

4-80 

10-46 

25-77 

10-86 

.3-93 

11-87 

26-66 

10-16 

3-99 

11-42 

25-57 

11-03 

4-17 

12-25 

27-45 

13-73 

4 73 

15-03 

33-49 

19-80 

4-58 

16-39 

40-77 

18-95 

4-76 

16-58 

40-29 


m 
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Coal constituted about 47 per cent of the total coastal traffic in 1963 and 
salt about 12 per cent. Coastal traffic increased substantially after 1961, 
mainly because coal movement was stepped up and there was also a signi¬ 
ficant increase in the traffic in general cargo. Apart from dry cargo, account 
should also be taken of the movement of oil on the coast which is of recent 
origin. Oil traffic on the coast increased from 8.17 lakh tonnes in 1955 to 
29.59 lakh tonnes in 1962. 

4. Problems of coastal shipping and rail-sea coordination were examined 
by the Rafi-Sea Coordination Committee, which reported in 1957. The- 
Committee considered at length the difficulties and handicaps of coastal 
shipping and recommended that Government should take steps to ensure 
the attainment of coastal tonnage of 4.12 lakh GRT by the end ol the 
Second Plan against the then existing tonnage of 2.40 lakh GRT. Corres¬ 
ponding to the tonnage of 4.12 lakh GRT, the requirements of coastal cargo 
were estimated by the Committee at 4 million tons per annum. It was 
assumed that coastal traffic would increase by 10 per cent in the course of 
the Second Plan, thus reaching the level of 31.6 lakh tons in 1960-61. The 
Committee recommended that by promotional means additional traffic to 
the extent of 8.4 lakh tons should be created so as to make up a total traffic 
of 40 lakh tons. In the Committee’s view, additional cargo of 6 lakh tons 
on the wider coast could be created almost entirely by diverting coal traffic 
from rail to sea. The Committee recommended suitable freight equalisation 
arrangements being worked out with a view to ensuring that users of coal 
in the coastal areas obtained coal by the sea route at the same rate as by 
the all-rail route. There was scope also for additional cargo in other items 
like foodgrains, fertilizers, iron and steel etc. The Committee, however, did 
not favour any forced diversion to the sea route of general cargo moving 
on private account. 

5. The anticipations of the Rail-Sea Coordination Committee in regard 
to the expansion of coastal traffic were not fulfilled. The bulk of coal moving 
to the south by the sea route was intended to meet the requirements of the 
Southern Railway. The railways did not agree to take any additional quan¬ 
tity of coal by the sea route since coastal freight rates were higher than 
railway freight rates and diversion of coal from the all-rail route to the 
rail-cum-sea route would have involved a financial burden for the railways. 

6. Transport shortages began to be felt towards the end of the Second 
Plan and were specially acute in respect of movement of coal by the railways 
to the southern and western parts of the country. To relieve pressure on 
the railways. Government decided in 1961 to divert an additional quantity 
of one million tonnes of coal from the railways to coastal shipping for move¬ 
ment to destinations in Southern India and Western India. At the same 
time, by means of a subsidy to be paid by Government, freight by the rail- 
cum-sea route was to be equalised with freight by the all-rail route. Coal 
shipments remained at the level of about 2 million tonnes per annum until 
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recently when they began to decline. With the easing of the rail transport 
position, there has been a tendency on the part of the industrial users of 
coal to switch back to the rail route. There has also been a reduction in 
the movement of railway coal, particularly to the western region, on account 
of the progress of dieselisation on the railways. The present rate of move¬ 
ment of coal by coastal shipping has come down to about 1.12 lakh tonnes 
per month or about 1.35 million tonnes per annum. 

Prospects of Coastal Traffic 

7. Since a considerable part of coastal traffic is accounted for by a 
small number of commodities, for assessing future trends in coastal traffic, 
it will be useful to review the special features of each major component of 
coastal cargo separately. The commodities to be considered are coal, salt, 
cement, oil and general cargo. 


Coal 

8. The present scheme of movement of coal by the sea route is supported 
by a subsidy from Government which is being met from an increase in excise 
duty introduced in 1961. In considering long term trends in the coastal 
movement of coal, the main tests to be applied are the comparative costs 
of movement by sea and by the all-rail route, and the future pattern of pro¬ 
duction and consumption of coal in different regions in the country, the 
scope for diverting traffic to the southern and western regions to the coastal 
route and the consequent requirements for transportation of coal to these 
regions. It is also necessary to consider in this connection the possibility 
of substitution of coal by other sources of energy during the next decade 
or more. 

9. Economics of coal movement by sea .—There are several important 
factors influencing the economics of coastal movement. Ships going from 
the East Coast to the West Coast have to make a detour around Ceylon since 
the passage between the Gulf of Mannar and the Palk Bay is not navigable. 
The voyage by sea from Calcutta to the ports on the West Coast is substan¬ 
tially longer than the corresponding distance by rail. Thus, for instance, 
the distance from Calcutta to Bombay is about 3,000 kilometres by sea as 
against 2,000 kilometres by rail. Similarly, the distance to Kandla is 4,700 
kilometres by sea as against 2,400 kilometres by rail. The longer distance 
by the sea route naturally increases both transit time and the costs of haul¬ 
age. Again, since collieries are located inland some distance from the 
coast, coal has first to be brought to the Calcutta port by rail. At 
destination points, except for coal consumed in the port towns, another 
handling is involved by rail or other modes of transport. Thus, the coastal 
movement of coal involves handling by more than one means of transport, 
raising the total cost of transport. 

10. Moreover, as a river port situated about 126 miles inland from the 
sea, Calcutta presents peculiar difficulties. Ships have to cross about 15 
bars to reach the port and have to wait for a favourable tide to navigate 
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them. Thus, it takes from two to three days for ships to move up to the 
river and back. As ships have to wait for the favourable tide, on certain 
days there is concentration of ships, which inevitably leads to congestion 
and delays in berthing at the port. 

11. There has been some deterioration in the draft in the river Hooghly 
in recent years and limitations of draft affect the extent to which the capa¬ 
city of ships can be utilised. On an average, a ship with a carrying capacity 
of about 10,000 tons can utilise only about two-thirds of its total capacity 
in the loaded direction, and the larger the ship, the greater is the extent of 
under-utilization of capacity on account of limitation of draft. The draft 
limitation in the Hooghly is, thus, an important factor affecting the costs 
of coastal shipping. 

12. Among other factors influencing the costs of coastal movement of 
coal, mention may specially be made of (a) limitation of available space 
for raising adequate dumps of coal in the dock area in Calcutta, which neces¬ 
sitates loading of coal directly from wagons to the ships, thus, making it 
difficult to reduce the turn-round time of ships; and (b) lack of suitable 
facOities at the unloading ports which leads to detention of ships at these 
ports. In particular, small ports at the destination end have inadequate 
berthing facilities and either lack sufficient lighters for unloading coal 
or have no space for dumping coal. 

13. Comparative freight rates .—^Coal constitutes a low rated commodity in 
the tariff schedule of the railways and, on account of the telescopic basis of 
charging, rates on coal are specially low over long distances. Freight rates 
on coal charged by the raU-cum-sea route and those by the aU-raU route 
from Raniganj to the ports of destination in southern and western India 
are compared in the following Table. 


Tabic 2 : Freight rates on coa 

(Rs. per tonne) 


freight from Raniganj 
to 

rail 

freight 

to 

Calcutta 1 

sea 

freight 

from 

Calcutta 

inciden¬ 

tal 

charges 

including 

port 

charges 

total 

rail- 

cum-sea- 

freight 

all rail 
route 
freighti 

differ¬ 
ence 
between 
rail-cum- 
sea and all 
rail freight 

Madras . 

7-52 

33-63 

10-00 

51-15 

35-63 

-H5-52 

Cuddalore 

7-52 

34-85 

10-00 

52-37 

37-94 

-fl4-43 

Tuticorin 

7-52 

34-85 

10-00 

52-37 

41-81 

-1-10-56 

Cochin 

7-52 

37-96 

10-00 

55-48 

41-81 

-f 13-67 

Bombay . 

7-52 

39-69 

10-00 

57-21 

36-92 

-1-20-29 

Bhavnagar 

7-52 

39-69 

10-00 

57-21 

40-10 

-1-17-11 


lAs on 1st April, 1965. 
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Freight rates charged by the railways on the all-rail route are lower than 
the rates charged on the rail-cum-sea route for all the ports. The rail-cum- 
sea rates indicated in the table above do not include freight charges from 
unloading ports to consuming points. These would further increase the 
coastal charges, depending on lengths of haulage from unloading ports 
to consuming points. 

14. In an earlier chapter, we have pointed to the need over a period 
of time for adjusting railway rates on low rated commodities like coal so 
as to bring them nearer the actual costs of haulage. If railway freight rates 
on coal and other low rated bulk commodities arc adjusted on the basis of 
costs, the existing disparity between rail and coastal shipping rates might be 
somewhat reduced. The comparative economics of rail and coastal routes, 
in any case, should be judged in terms of costs rather than the existing 
rates. 

15. Rail and sea The principal data on rail and sea costs at 

present available are those computed recently by the World Bank Coal 
Transport Study Team. The following table, which is taken from the Study 
Team’s report, compares the estimated cost per ton of moving coal from 
the coalfields to Calcutta and from there by 20,000 ton ships to ports, with 
the full costs of rail haulage by the all rail route. 

Table 3 : Cost of coal iransport via Calcutta port 

full costs Rn. per ton 

from West Bengal-Bihar to all rail rail-cum-sea via 

Calcutta 
present ships 


Madras 

Tuticorin 

Cochin 

Goa 

Bombay 

Kandla 


34-81 

58- 70 
40-67 
56-65 
37-02 

59- 53 


44-21 

48-12 

54-54 

52-97 

58-54 

56-61 


Costs on the all-rail route are higher than those on the rail-cum-sea 
route for the ports of Tuticorin, Goa and Kandla. This is partly due to the 
fact that a part of the rail route is covered by metre gauge which entails 
higher costs. It should, however, be mentioned that, unlike estimates of 
broad gauge costs, metre gauge costs indicated in the World Bank Study 
Team’s report are not based on a detailed cost analysis of metre gauge 
operations. Further, the figures of sea transport costs are based on the 
present accounting practices of steamship companies which do not always, 
include adequate depreciation on the old ships employed. 
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16. The various limitations on coastal shipping at Calcutta, to which 
we have referred already, are expected to be overcome to an appreciable 
extent when the proposed Haldia port has been built and is used for load¬ 
ing of coal instead of Calcutta. The docks at Haldia, which is being designed 
as a deep draft port, 63 miles below Calcutta, will be fully equipped with 
mechanical loading facilities. The Haldia port will be accessible all the 
year round to large and deep draft ships with full cargoes. The distance 
from the sea to the port will be reduced as compared with Calcutta. There 
will be very few bars and ships will be able to make a trip from the sea to 
the port and back in one day as compared to two or three days taken at 
present. Ships will not have to wait for the favourable tide, and there will 
be no occasion for the bunching of ships. With adequate berthing and 
mechanical loading facilities, no time need be lost through ships having to 
wait for wagons. All these factors should lead to considerable saving in 
the costs of coastal transport. Furthermore, significant economies in the 
costs of operation of coastal ships may be realised by suitable improvements 
in the design of ships assigned for coastal traffic. 

17. The World Bank Coal Transport Study Team has worked out ‘the 
cost to the economy’ of the rail-cum-sea movement of coal, assuming the 
use of Haldia and of modern 15,000 ton colliers. These costs compare with 
the costs of all rail movement as in the table below :— 


Table 4 : Cost to economy of coal transport via Haldia port 

(Rs. per ton) 

from West-Bengal-Bihar to all rail rail-cum-sca 


Madras . . , . 

36-55 

35-43 

Tuticorin . . . . 

61-64 

46-16 

Cochin .... 

42-70 

44-30 

Goa .... 

59-48 

44-61 

Bombay .... 

38-87 

41-69 

Kandla .... 

62-51 

44-41 


It will be seen that rail costs to the economy are lower than the costs 
ol' coastal shipping to Cochin and Bombay and higher im respect of the 
other ports namely Madras, Tuticorin, Goa and Kandla. According to 
the World Bank Study, the approximate distances that coal could be trans¬ 
ported inland from Tuticorin and Kandla to points at which the cost 
advantage of the rail-cum-sea route would be dissipated are ; Tuticorin, 
80 kilometres and Kandla, 120 kilometres. 
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18. The Sethusamudram Canal project, whieh is expected to be taken 
up in the Fourth Plan, may have a significant impact on the costs of coastal 
shipping, for, the canal will make, it possible for coastal ships to negotiate 
the passage between the Gulf of Mannar and Palk Bay and, thus, reduce the 
lead of shipment between the two coasts by about 600 kilometres. 
The precise economies that may be possible in the costs of coastal move¬ 
ment on account of the opening of the canal have of course to be worked 
out in detail. 

19. The comparison above is in terms of full costs of coastal shipping 
and railways. The World Bank Study Team has pointed out that the rail 
costs refer to the present density and that unit costs of handling an additional 
two to four million tons annually would be less than the present costs. With 
the projects now underway, there would be adequate route capacity to 
handle the added traffic without capital expenditure, except for equipment. 
In the judgement of the Study Team, therefore, although the total rail costs 
to the economy are approximately the same or higher than sea costs via 
Haldia, the additional rail costs tor transporting coal to southern and western 
ports are probably somewhat lower. 

20. Requirements of coal in southern and western India .—An import¬ 
ant determinant of the total quantum of coal to be shipped by the sea 
route in future is the volume of coal which has to be carried from the 
Bengal-Bihar coalfields to the southern and western parts of the country. 
As production of coal is dispersed over the outlying coalfields, supplies from 
these fields will gradually replace supplies from the Bengal-Bihar coalfields 
except, of course, in higher grades of coal, which are not likely to be avail¬ 
able in the outlying coalfields. The railways are the most important con¬ 
sumers of coal which at present moves by the sea route, other substantial 
consumers being power stations, cement factories and other industrial con¬ 
cerns. Of the total quantity of about 2 million tonnes of coal moving by 
the sea route, about one million tonnes consist of selected grades and the 
remaining one million tonnes of Grade I. The prospecting of mines in 
the outlying coalfields suggests that coal in grades other than selected 
grades may be available in appreciable quantities in these fields. In future, 
it appears that the southern and western parts of the country will have 
to depend largely upon the Bengal-Bihar coalfields only in respect of select¬ 
ed grades of coal. The railways have been trying to reduce the consump¬ 
tion of these grades of coal. Moreover, the Southern and Western Rail¬ 
ways have a sizeable programme for dieselisation in the Fourth and the 
Fifth Plans, and this will materially reduce their consumption of coal. 

21. Sufficient data are not available at this stage for a detailed study 
of the likely patterns of production and consumption of coal in different 
regions of the country. As programmes for the Fourth Plan are formulated 
in detail, it should be possible to work out more accurate estimates of 
requirements of coal which will have to be supplied from the Bengal-Bihar 
coalfields to the southern and western parts of the country. In determin- 
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ing these requirements, it is desirable to look ahead over a period of 10 
to 15 years.. On the basis of the available information the Department of 
Mines and Metals has made the following estimates of requirements of 
coal of selected and grade I qualities to be supplied in 1970-71 from the 
Bengal-Bihar coalfields to consumers in southern and western India. 


Table 5; Quantity of coal to be supplied from Bengal—Bihar fields in 1970-71 


consumer 

(million tonnes) 

i'southern India 


\icentral priorities 


southern railway. 

0-26 

basin bridge power house, Madras 

0'29 

other industries. 

0-23 

state priorities ....... 

0-01 

total 

0-79 

Western India 


central priorities 


western railway. 

0-67 

other industries. 

047 

state priorities ...... 

0-57 

total 

1-71 

grand total 

2-50 


In addition, about 0.75 million tonnes of coking coal may be needed, 
in case coal for a steel plant has to be supplied through Mormugao port. 
Tlfus the total requirements of the Bengal-Bihar coal in southern and 
western India may be estimated at about 3.25 million tonnes. As mentioned 
earlier, movement of coal by coastal shipping is more economical to the 
ports of Madras, Tuticorin, Goa and Kandla. ItJ could thus be broadly 
assumed that the entire coal requirements of the Southern Railway estimated 
at b.26 million tonnes could be moved more economically by coastal shipp¬ 
ing than by rail. Even the coal requirements of the Bombay Division of 
the Western Railway, which come to 0.06 million tonnes, could possibly 
move by the coastal route. Similarly, 0.29 million tonnes of coal required 
by the Basin Bridge Power House, Madras and 0,75 million tonnes which 
mi^t be required for a steel plant could be moved more economically 
by coastal shipping. Thus, transportation of about 1.36 million tonnes of 
coal could be justified by coastal shipping on the basis of comparative 
costs. The exact location of the other consumers in southern and western 
India requiring Bengal-Bihar coal are not known in detail. Moreover, 
the coal requirements of consumers under State priorities would be small 
and scattered over various places and they are likely to find it convenient 
to obtain their requirements by rail. However, it might be possible to move 
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at least some small quantities of coal by the sea route for these consumers 
also. The total movement of coal by the sea route by 1970-71 may 
thus be estimated at about 1.5 million tonnes. 

22. In considering the future requirements of coal in the southern and 
western parts of the country, it is important to examine the possibility of 
consumers of coal in these regions switching over to other sources of 
energy. We have referred above to the programme of dieselisation on the 
Western and Southern Railways. These Railways have also limited pro¬ 
grammes for electrification. Programmes for dieselisation and electrifica¬ 
tion are formulated by the Railways with due regard to the density of 
traffic on individual sections and comparative economics of different forms 
of traction. In regions far removed from coalfields, dieselisation and 
electrification have a clear advantage over steam traction, particularly for 
heavy density traffic. It is conceivable, therefore, that in future the rail¬ 
ways in these regions would wish increasingly to switch over to dieselisa¬ 
tion and electrification. Estimates of requirements of coal of the Southern 
and Western Railways, which have been cited earlier, take into account 
such programmes of dieselisation and electrification as have been already 
formulated for the Fourth Plan. 

23. In this context, it is also necessary to consider the possibility of 
industrial users of coat switching over to fuel oil. The World Bank Study 
Team has examined the economics of such substitution in some detail. In 
the view of the Study Team, at “the existing selling price of fuel oil and 
at the existing railway rates, replacement of coal by fuel oil would ordinarily 
be uneconomic, even at these southern and western points farthest distant 
from the coalfields.” The Team, however, also compared the economics 
of substitution of coal by fuel oil in terms of real costs to the economy and 
came to the conclusion that there would be significant savings in substi¬ 
tuting fuel oil for coal moved over long distances to southern and western 
India. From the figures cited earlier, it will be seen that the requirements 
of coal to be moved from the Bengal-Bihar coalfields for industrial users 
are at present small. Substitution of coal by fuel oil will keep the future 
needs of these consumers for coal at relatively low levels. 

24. Thus, having regard to the likely trends over the next few years, 
it would appear that the shipment of coal from the Bengal-Bihar coal¬ 
fields to southern and western India could be assumed at a level of 1.5 
million tonnes in 1970-71. Under existing conditions, the cost of coastal 
shipment, no doubt, exceeds the cost of rail movement. After the facili¬ 
ties at Haldia come into commission, the disadvantages suffered by coastal 
shipping will be overcome to a large extent and the cost of coastal shipment 
should come down considerably. Further economies in costs are possible 
if appropriate types of ships are introduced. It is also necesary to examine 
possible operational economies in coastal shipping through planned improve¬ 
ment in utilisation of available capacities. From the point of view of the 



126 


TRANSPORT POLICY AND COORDINATION 


economy as a whole, it is the comparative costs of coastal and rail haulage 
which should provide the basis for taking a decision on future of coastal 
movement of coal. So long as rates cannot be brought in closer conformity 
with costs, the existing subsidy on coastal shipment should continue. Since 
coal is the single most important component of coastal cargo, it is necessary 
to take long term, considerations fully into account while deciding on the 
future of coastal shipment of coal. 


Salt 


j 25. The main variety of salt produced in the country is sea salt which 
is produced along the entire coast route from Kutch to Orissa, the most 
important salt producing areas being in the coastal region of Gujarat, 
I'^aharashtra, Madras and Andhra. Xhe total quantity of sea salt pro¬ 
duced in the country in 1963 was 45.44 lakh tonnes. The movement of 
salt by coastal shipping is mainly from the ports in Gujarat and Maharashtra 
and Tuticorin port in Madras to Calcutta which is the salt distributing 


centre for North and North Eastern India. Substantial quantities of salt 
also move by rail. The following table shows the quantities of salt moved 
ainnually by various means of transport. 

Table 6 : Movement of suit in India 

( lakh tonnes) 


by sea to Calcutta 


year 

by rail 

by road 

by river 

from 

west 

from 

Tuti¬ 

total 

grand 

total 





coast 

corin 



1957 

16-9 

60 

3-4 

3-1 

1-4 

4-5 

30-8 

1958 

161 

8-9 

2-3 

2-4 

1-6 

40 

31-3 

1959 

17-0 

8-6 

2-6 

1-2 

2-2 

3-4 

31-6 

1960 

19-1 

8-9 

3-9 

1-3 

2-8 

41 

360 

1961 

16-6 

7-1 

2-7 

2-8 

1-4 

4-1 

30-5 

1962 

19-5 

7-5 

2-9 

2-6 

1-6 

4-2 

341 

i 1963 

19-5 

90 

30 

31 

10 

41 

35-6 


Movement of salt by rail and road has somewhat increased in recent years. 
The movement of salt by the sea route has been more or less stationary, 
the decreases or increases in the quantities moving from the West Coast 
being balanced by inverse changes in the movement from Tuticorin. The 
quantum of movement of salt from the West Coast and Tuticorin to 
Calcutta is, on the whole, related closely to the shipment of coal in the 
reverse direction from Calcutta. With increases in the movement of coal 
from 1961, and availability of empty tonnage in the reverse direction. 
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shipment of salt on the west coast ports considerably improved. How¬ 
ever, with reduction in the shipment of coal during 1964, there has been 
shortage of shipping space for movement of salt from the West Coast to 
Calcutta and the volume of salt carried on the coast in this sector showed 
a striking reduction. The shipping opportunities for the West Coast salt 
therefore seem to depend on the continuance of coal shipment from 
Calcutta at an adequate level. 

The increase in the movement of salt by the all-rail route, is of course, 
accounted for, among other factors, by the fact that freight rates for salt 
by the rail-cwm-sea route are considerably higher than the corresponding 
freight rates on the all-rail route, as will be seen from the table below : 


Table 7 : Rail freight and rail-cum-sea freight for movement of salt 


(rupees per tonne) 


station all rail rail-cum-sea freight difference 

freight via Calcutta between 

as on rail-cum 


from 

to 

1-4-65 

rail 
freight 
as on 

1-4-65 

sea 

freight 

Inci¬ 

dental 

charges 

total 

rail 

cum-sea 

freight 

sea 

and 
all rail 
freight 

Jamnagar 

Patna 

56-78 

24-19 

39-10 

8-13 

71-42 

(■l-)14-64 

Jamnagar 

Cuttack 

65-30 

23-62 

39-10 

8-13 

70-85 

(-I-) 5-55 

Jamnagar 

Siliguri 

65-72 

26-80 

39-10 

8-13 

74-03 

(-1-) 8 51 

Tuticorin 

Patna 

66-30 

24-19 

32-50 

14-48 

71-17 

(+) 4-87 

Tuticorin 

Cuttack 

56-70 

23-62 

32-50 

14-48 

70-60 

( f)13-90 

Tuticorin 

Siliguri 

67 90 

26-80 

32-50 

14-48 

73-78 

( f) 5 88 


To some extent the disparity between rail freight and sea freight is due 
to the fact that salt is a relatively low rated item of traffic on the railways. 
Being a low rated commodity and requiring bulk transport over long dis¬ 
tances, salt seems to be an appropriate cargo for the coast. Moreover, 
salt shipments are in the direction of empty movement of coal carrying 
ships and, to the extent that salt can be carried by colliers, their unuti- 
hzed capacity in the return direction could be put to use and additional 
costs to be incurred on the transport of salt could be kept to the minimum. 
This general proposition would of course be subject to assessment of the 
requirements of salt to be moved from the various producing centres to the 
port of Calcutta having due regard to consumption trends over the next 
10 or 15 years. 
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Cement 

26. Cement is another important item of cargo on the coast, the 
quantity of which has been increasing in recent years. The quantum of 
movement in the last few years, as compared to 1951, is shown below : 


(lakh tonnes) 


1951 

2-07 

i960 

2-63 

1961 

3-40 

1962 

5-00 


Shipment of cement is mairJy to Bombay and originates from Saurashtra 
ports and from Tuticorin. Small quantities of cement also move by see 
from Tuticorin and Cuddalore to Calcutta. There is likely to be consider¬ 
able expansion in the capacity of cement factories in the coastal area of 
Gujarat during the Third and the Fourth Five Year Plans. In terms of 
projects already approved or established, the installed capacity of cement 
in the Gujarat area is likely to go up from about 1.1 million tones in 1962- 
63 to nearly 2 milhon tonnes by the end of the Third Plan and to 2.3 mil¬ 
lion tonnes by the end of the Fourth Plan. It is estimated that a large sur¬ 
plus will be available to meet the requirements of the adjoining States of 
Maharashtra and Madhya Pradesh. On the basis of estimates worked 
out by the Joint Technical Group for Transport Planning, by 1965-66, 
about 5 lakh tonnes of cement are likely to be moved by the coastal route, 
and I this movement may increase to about 8 lakh tonnes by 1970-71. Move¬ 
ment of cement to Calcutta is also likely to increase from the present 
level of 50,000 tonnes per annum to as much as 6 lakh tonnes in 1970-71. 
These are sizeable quantities and if coastal shipping facilities are to be 
provided for these, it will be necessary to ensure that the traffic in cement 
at this level will continue for several years to come. Movement of cement 
by sea has also the advantage of providing for return movement. How¬ 
ever, the quantities likely to move by rail and by sea can be estimated 
moije precisely only after considering the comparative costs of production 
and transport of cement in different regions and the likely pattern of pro¬ 
duction and consumption over a period of 10 years or more. 

Oil Traffic 

27. The total volume of oil products moving on the coast was about 3 
million tonnes in 1963. Oil moves mainly from Bombay to Kandla and 
Okha and to Cochin, Madras and Calcutta. Some oil also moves from 
Visakhapatnam to Calcutta. Tlie movement of oil by sea is cheaper than by 
rail. For instance, the freight rate from Visakhapatnam to Calcutta by rail 
for pon-dangerous petroleum other than kerosene oil is Rs. 61.90 per tonne, 
Rs. j57 per tonne for kerosene oil and Rs. 108.10 per tonne for petroleum 
dangerous, whereas by sea, the rate is Rs. 14 per tonne. The sea route is 
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also more direct between certain ports than the rail route, as for instance, 
between Bombay and Cochin. 

As regards future movement of oil by sea, an important factor that 
will affect the position is the projected location of refineries at Cochin, 
Madras and Haldia (near Calcutta). These are the principal intake ports for 
sea borne oil and it can be reasonably assumed that with new refineries 
coming up at these places, the scope for the movement of oil by sea will 
be considerably reduced. 

General Cargo 

28. Coastal traffic in general goods, that is, for commodities other than 
coal, salt and cement, was more or less stationary between 1955 and 1960, 
but has increased somewhat since 1961. The future scope for traffic in 
general cargo on the coast will depend mainly upon the development of 
industry and trade in and around the coastal towns and the extent to which 
coastal shipping is able to attract traffic resulting from such development. 
Coastal traffic in general cargo includes commodities such as fertilizers, 
cotton, cotton piecegoods, hessian, tea, coir, structural steel, hardware, 
rice etc. Table 8 on page 130 shows the comparative freight rates on 
various items of general cargo by the rail-cum-sea and the all-rail routes. 
For the purpose of calculation, it has been assumed that cargo moving on 
the coast has also to be carried inland by rail (or road) over distances of 
about 125 miles. For several commodities which arc high rated on the 
railways, rates on the rail-cum-sea route are lower than those on the 
all-rail route. 

29. For promotion of coastal movement of general goods it will be 
desirable to take steps to establish through booking facilities for rail-cum- 
sea movement of goods. Through booking facilities existed in the pre-war 
period for certain traffic moving to Sind through the Port of Karachi to 
the Kathiawar States through the Saurashtra ports and to Goa through 
Mormugao. The Coastal Conference has been urging the creation of 
through booking facilities for development of coordinated rail-cum-sea 
services. We would urge early action on this proposal. 

30. It is necessary also to evolve rationali.sed sailing schedules with a 
view to ensuring regular sailings and calls at as many ports as possible. 
It has been stated by the Coastal Conference that the Conference lines 
have been giving regular sailings as far as practicable and that the Con¬ 
ference vessels have always served the needs of ports which offer cargo 
in quantities which may be considered economic. 

31. The future of general cargo by the coastal route will depend to 
some extent on measures taken for the economic and industrial develop¬ 
ment of the coastal areas. There is a great deal of poverty in the coastal 
areas and their accelerated development is itself a national problem of 
some significance. 

L6PC/6S 
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Future of Coastal Shipping 

32. The future role of coastal shipping has to be considered in relation 
to its overall national and strategic importance. Coastal shipping has a 
certain basic importance for a country like India with its geographical 
position and its long coastline. In times of emergency, coastal shipping 
may have a special role in national defence and economic strategy. While 
these aspects deserve to be given weight in considering the future deve¬ 
lopment of coastal shipping, an essential determinant of the place of coastal 
shipping as part of an integrated transport network in the country is its 
comparative economics in relation to other modes of transport. From tlie 
foregoing analysis, it is clear that the future expansion of coastal shipping 
has to l)e planned with reference to a few selected commodities which 
constitute important components of coastal cargo, namely, coal, salt and 
cement. These together account for the bulk of the traffic along the 
coast. 

33. As regards the future of coastal shipment of coal, in principle,, 
there is a good case for continuing shipment from the Bengal-Bihar coal¬ 
fields to southern and western India at the level of about 1.5 million 
tonnes per annum subject to minor variations. In the existing conditions 
costs of coastal shipping compare unfavourably with the railway costs 
except in the case of Tuticorin, Goa and Kandla. However, with the deve¬ 
lopment of Haldia port and with suitable improvements in the design of 
ships, significant economies in costs of coastal shipping should be possible. 
The policy for building up of coastal toimage and programmes for giving 
effect to it have to be based on long-term national considerations. 

34. As regards traffic in salt and cement, in so far as this could be 
carried by colliers in the direction of empty movement, it should consi¬ 
derably help the economics of coastal shipping. The quantities to be 
moved by the sea route should be assessed after considering the com¬ 
parative costs of production and movement in different regions of the 
counti 7 and changes in the patterns of production and consumption antici¬ 
pated over the next decade or so. 

35. The advantages of coastal shipping for the movement of general 
cargo will increase if steps are taken to arrange for through booking faci¬ 
lities with the railways and the necessary facilities are developed at a 
number of ports in the country. It would also be desirable to provide 
for specially designed vessels suited for carrying general cargo from port 
to port. Having regard to low incomes and standards of living in the 
coastal areas, it is essential to evolve programmes for promoting economic 
and industrial development in these areas. General cargo services touch¬ 
ing on as many minor ports as possible could be encouraged and, to begin 
with, such services might be organised for selected ports. 
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The Coastal Shipping Industry 

36. A general problem which deserves careful consideration concerns 
the future organisation of the coastal shipping industry. The shipping 
tonnage on the coast is at present owned by a large number of shipping 
icompanies. Although most of these companies are members of the Coastal 
Conference, the Conference arrangement does not provide adequately for 
pooling of cargo or freight. It does not also provide for scheduled sail¬ 
ings by member lines in any sector of the coast or for quotas for the mem¬ 
ber lines for the movement of any commodity. Subject to certain restric¬ 
tions regarding the size of vessels to be employed on the West Coast or 
the Wider Coast, which have been imposed in order to protect the inter¬ 
ests of small shipping companies, each member line is free to employ its 
tonnage in any sector for the movement of any commodity it chooses. 
Under this arrangement, frequently there can be wasteful competition bet¬ 
ween member lines. There have been complaints of some companies 
resorting to undesirable practices such as offer of private rebates to shippers 
for canvassing cargoes. There have also been occasions in the past when 
there was shortage of tonnage for the movement of essential commodities 
like salt, timber etc., mainly because the shipowners were reluctant to 
accept such cargoes when more paying cargoes were available on the 
coast. The Conference arrangement does not also stipulate that the mem¬ 
ber lines should retain, any minimum tonnage on the coast. Under the 
present arrangement there is lack of coordination between member lines 
in programming their vessels. The absence of an evenly phased and co¬ 
ordinated programme for the presentation of colliers has often led to bunch¬ 
ing of vessels at Calcutta. This, in turn, results in wastages of tonnage 
owing to detention, losses to shipowners and disruption of the coal move¬ 
ment programme. Besides, it results in the wastage of the berthing capa¬ 
city of the ports, as vessels may not be presented on those days which 
are not favourable to the shipowners. Deficiencies in the ports, such as 
there may be, are accentuated under the existing system of operation of 
the coastal fleet. 

37. Of the existing tonnage on the coast, more than 2 lakhs or nearly 
55 per cent is more than fifteen years old. In addition to 25 ships with 
a tonnage of 80,000 GRT already more than 20 years old, 34 more ships 
with a tonnage of 127,000 GRT will become overaged by the end of the 
Fourth Plan. In other words, during the course of next five years, as 
much as 207,000 GRT would need to be replaced. Thus, even assuming 
that a proportion of ships for the coastal trade are obtained second hand, 
investment of the order of Rs. 30 to 40 crores will be necessary for main¬ 
taining the present size of the coastal fleet in an efficient condition. Many 
of the existing coastal shipping companies have obtained loans from 
Government or from the Shipping Development Fund Committee and, in 
the ordinary course, will find it difficult to secure resources for replacing 
old ships. It will be desirable for the Government to ensure that a certain 
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minimum of tonnage is retained on the coast so that the requirements of 
coastal traffic are not starved. At the same time, the composition of the 
coastal fleet should be such that a proportion of the ships can be shifted 
to overseas trade if there is not sufficient demand for them on the coast. 
This will help to ensure efficient utilisation of the ships. 

38. For an adequate coastal fleet to be maintained and employed effi¬ 
ciently in national interest, it will not be sufficient merely to assure the 
requisite cargo in commodities like coal, salt and cement. It is essential 
also to consider whether important economies in capital cost and opera¬ 
tional expenses will not be secured if, in place of as many as 27 coni- 
panie.s of varying size, many of them operating their small fleets in an 
indifferent manner round the coast, a scheme for unified control and opera¬ 
tion cannot be evolved with the cooperation of the industry. This could 
take tlie form of a Corporation promoted by the Central Government to 
which the Central Government and the existing shipping companies miglit 
subscribe. The existing operators could then transfer their fleets to the 
Corporation and receive, in turn, shares equivalent to the current value of 
their contribution. Adjustments could be made in respect of loans 
advanced by Government or by the vShipping Development Fund Commit¬ 
tee. A single Corporation operating the coastal fleet will be in a position 
to secure fuller utiiisat on of the existing ships, provide regular services, 
improve operational efficiency, both directly and through improvement of 
facilities at the ports, and take step.s to replace overaged ships. It is 
certain that this will help improve the comparative costs of coastal shipp¬ 
ing and facilitate coordination in rates and traffic with the railways. On 
the analogy of the Indian Airlines Corporation, the Corporation could 
also operate shipping services to neighbouring countries. Considerable 
quantities of crude oil are now being imported. This traffic is still mainly 
carried by foreign ships. Progressively, the Corporation should endeav¬ 
our to carry a larger share of this traffic. Since a part of the movement 
of coal by sea is sustained by the Railways, if they so desired, the Railways 
could also subscribe towards the capital of the Corporation. In the last 
analysis, it will be by creating conditions in which coastal sea transport 
can be operated more efficiently and at lower cost that it can become a 
viable national industry. When the basic facts of the situation are clearly 
established, in our view, it would be an error to let the coastal shipping 
industry continue with its present unorganised and ill-equipped structure. 
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Expansion in port capacities has been among the most important aspects 
of transport development under the Five Year Plans. India has a coastline 
o^ about 5,000 kilometres and has seven major ports, 20 intermediate ports 
ajid 150 minor ports. The total capacity of the major ports of Calcutta, 
Bbmbt^, Madras, Visakhapatnam, Cochin, Kandla and Mormugao is 
expected to be around 57 million tonnes at the end of the Third Plan. The 
capacity of the minor ports is reckoned at over 8 million tonnes. The 
table below compares traffic handled at the major ports at different dates : 


Table 1 : Traffic at major ports 

{million tonnes) 






1950-51 

1955-56 

1960-61 

1964-65 

Calcutta 




7-6 

8-0 

9-5 

IM 

Bombay 




70 

10-3 

14-7 

17-3 

Madras 




2-2 

2-4 

30 

4.4 

Visakhapatnam 




1-0 

1-3 

2-9 

3-9 

Cochin . 




1-4 

1-6 

2-1 

2-8 

Kandla . 




01 

0-3 

1-6 

2-3 

Mormugao 




• • 

• . 


6'6 

total 




19-3 

23-9 

33-8 

48-4 


2. In the main, port capacity has been developed under the Five Year 
Plans in response to the new needs which have arisen as a consequence of 
economic and industrial development. As will be seen from Table 2, while 
increases in traffic in petroleum products and iron ore and other ores have 
b^n striking, there have been also substantial increases in the volume of 
fertilizers and machinery handled by the major ports. 


Table 2 : Changes in composition of traffic in 
major ports 


{million tonnes) 


foodgrains . 
fertilizers 

iron and steel and machinery 
coal 

iron ore and other ores . 


1951-52 

1964-65 

5-2 

6-5 

0-3 

1-8 

0-6 

21 

3'8 

2-8 

1-5 

9-3 

6-9 

9-6 

3-9 

16-3 

22-2 

48-4 


petroleum products 
total . 


134 
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Capacity for handling foodgrains has received critical attention during the 
past year and is now reckoned at about 10 to 12 million tonnes a year. 

3. Table 3 shows the distribution of traffic by commodities between 
different ports in 1964-65. 


Tabic 3 : Distribution oftraffic between ports 1964-65 

{million tonnes) 

port petroleum iron ore coal fertilizer/ food- iron and general total 



products 

and oiher 
ores 


rock 

phos¬ 

phate 

and 

sul¬ 

phur 

grains 

steel and 
machinery 

cargo 


Calcutta 

1 -8 

0-9 

1 -8 

0-1 

1-7 

10 

3-8 

111 

Bombay 

y'8 

0-6 

01 

08 

2'3 

0-8 

2-9 

17-3 

Madras 

0-8 

10 

0 5 

0-3 

08 

01 

09 

4-4 

Cochin 

M 


0-3 

0-3 

0-4 

01 

0'6 

2-8 

Visakhapat- 

nam 

2'1 

0 5 

01 

0 1 

0-4 

01 

0-6 

3'9 

Kandla 

0'6 

01 


01 

0 9 

... 

0-6 

2-3 

Mormugao 

01 

6'2 


01 



0'2 

66 

total 

16-3 

9-3 

2-8 

1 -8 

6-5 

2-1 

9-6 

48-4 


4. Prior to the Five Year Plans, investments in the major ports, special¬ 
ly in Calcutta and Bombay, were financed through market borrowings and 
the internal resources of the Port Trusts. These two sources accounted 
for almost the entire investment of Rs. 39 crores in Calcutta before the 
First Plan. In Bombay, out of a total investment of Rs. 27 crores before 
the First Plan, more than Rs. 20 crores were financed from borrowings and 
internal resources. Under the Plans the pattern of financing has changed 
markedly. Table 4 below shows that out of a total estimated investment 
of about Rs. Ill crores in the older ports of Calcutta, Bombay and Madras 
during the First, Second and Third Plans, Rs. 52 crores came from internal 
resources and Rs. 58 crores were found throu^ loans from Government 
and international agencies, with market borrowings making an altogether 
negligible contribution. 
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Table 4 : Sources of port finance during the First, Second 
and Third Plans 

(Rs. crores) 


Calcutta Bombay Madras Cochin Visakha- Kandla Mor- total 

patnam mugao 


loans from 
Govt. 

19-8 

9-9 

5-3 

30 

12-5 

0-9 

0-6 

32-0: 

loans from 
foreign 
agencies 

19-1 


40 




0-8 

23-9 

market 

borrowings 

0-9 







0-9 

internal and 
other re¬ 
sources . 

12-5 

27-3 

11-9 

2-8 

5-3 

1-6 

2-6 

640 

total 

52-3 

37-2 

21-2 

5-8 

17-8 

2-5 

4-0 

140-8 


We are of the view that the Central Government should insist on Port 
Trusts, specially in the larger ports, finding all the internal resources they 
cari for development. They should also be encouraged to seek loans 
dirfectly from the market and to this end they should receive the necessary 
support from the Reserve Bank of India and the Government of India. 
Lo^s from the Government of India should not constitute in the future 
as large a proportion of total' port finances as may have been necessary during 
the period of accelerated development under the Five Year Plans when 
substantial new capacities had to be established over a short period. Indeed, 
as a matter of pohey, Port Trusts should be expected so to manage their 
operations as to be able to, draw at least part of their capital from the 
market. 

5. Side by side with expansion in the capacity of the major ports, each 
of the Plans has also provided for the development of selected intermediate 
and minor ports. Among the ports at which significant projects have been 
undertaken are Paradeep, Kakinada, Cuddalore, Negapatam and Tuticorin 
on the East Coast and Porbandar, Bhavnagar, Okha, Mirya Bay (Ratnagiri), 
Karwar, Calicut and Neendakara on the West Coast. Paradeep and 
Mangalore are being develojjed into major ports. Porbandar, Mirya Bay 
and Neendakara are being developed into all-weather ports. By the end 
of the Third Plan, the total investment on Paradeep port will be about 
Rs. 20 crores, at Mangalore and Tuticorin over Rs. 9 crores and at other 
intermediate and minor ports of the order of Rs. 19 crores. 

6. There are several important questions of policy and approach in rela¬ 
tion to port development in the Fourth Plan. These arise as much from 
the nature of the expansion of capacities required as from the character of 
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the investment needed. Table 5 below sets out traffic in 1964-65 under 
major commodities at each port and that projected for 1970-71 : 

Table 5 : Provisional estimates of traffic at major ports in 1970-71' 


(million tonnes) 


major port 

petroleum 

products 

iron and 
other 
ores 

coal 

fertilizers, 
rock 
phos¬ 
phate and 
sulphur 

food- 

grains 

general 

cargo 

total 

Gahiiitu 

1964-65 

1 -8 

0-9 

1 '8 

01 

1-7 

4-8 

11-1 

1970-71 

2-8 

3 2 

2-0 

1 -7 

2-3 

6 9 

18-9 

Homhay 

1964-65 

91i 

0 6 

01 

0-8 

2'3 

3-7 

17-3 

1970-71 

6-9 

0-3 


1 -0 

1 -2 

7-1 

16-5 

Madras 

1964-65 

0'8 

10 

0-5 

0-3 

0-8 

1 0 

4-4 

1970-71 

3-5 

3-2 

0-2 

0-8 

0-4 

1 -5 

9-6 

Cochin 

1964-65 , 

11 


0-3 

0-3 

0-4 

0'7 

2-8 

1970-71 , 

2-8 



O’H 

0-2 

2-0 

5'8 

Visakhapatnam 

1964-65 

2-1 

0-5 

01 

01 

0-4 

0-7 

3 9 

1970-71 

1-5 

6-6 


0-5 

OM 

I-O 

9.7 

Kandla 

1964-65 

06 

0-1 


01 

0-9 

06 

2'3 

1970-71 

2-7 


0 3 

0-2 

0-8 

1-5 

5-5 

Mormugao 

1964-65 

01 

6-2 


01 


0-2 

6-6 

1970-71 

0-2 

6-3 

0-8 

0-4 


0-6 

8-3 

total 

1964-65 

16-3 

9-3 

2-8 

1-8 

6-5 

11-7 

48-4 

1970-71 

204 

19-6 

3-3 

5-4 

50 

20-6 

74-3 


It will be seen that large-scale expansion of capacity is required for handling 
iron ore, general cargo, petroleum products as well as fertilizers, rock phos¬ 
phate and sulphur. In addition to the provision of the special facilities needed 
and modernisation of port equipment for quick handling of bulk commodi¬ 
ties, it will also be essential to secure all possible improvement in the 
operational efficiency of the ports and in labour productivity. In each of the 
major ports efforts are under way in these directions. With the assistance of 

'The estimates for 1970-71 are drawn from the report of the Haldia Study Team. 
For Bombay Port, the Bombay Port Trust has estimated the likely traffic for 1970-71 as 
20' 7 million tonnes comprising 10'5 million tonnes of petroleum products, 0-3 million 
tonnes of iron and other ores, 0-3 million tonnes of coal, 1 -0 million tonnes of fertilizer, 

1 '6 million tonnes of foodgrains and 7-0 million tonnes of other cargo. 
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the Central Labour Institute, the administrations of major ports have recently 
initiated a study of labour productivity and incentives, so that the lessons 
of experience in different ports may be applied more widely. The Minis¬ 
tries of Transport and the Planning Co mmi ssion have also initiated a special 
ca^ study of Visakhapatnam port from the aspects of management and 
organisation, operational efficiency, financial management, labour produc¬ 
tivity and development, so as to assist both this and other ports in working 
towards higher levels of efficiency and service. This study is being under¬ 
taken jointly by the Indian Institute of Management, Calcutta and the 
Management Group of the Committee on Plan Projects, Planning Com¬ 
mission. 

7. To secure increases in capacity required at the major ports, outlays 
hajve to be undertaken under five main heads, namely :— 

(a) Docks and berths, including dry docks, slipways and ship 
repairing facilities and navigational facilities; 


(b) Transit sheds and warehouses; 

(c) Housing and social services; 

(d) Equipment, including (i) floating craft, (ii) bulk cargo and 
other cargo handling equipment, (iii) workshop facilities, (iv) 
other port equipment; and 

(e) Development of connected rail and road capacities. 

Various forms of equipment required by the ports, including cargo 
handling equipment and floating craft, will in future entail even larger 
investments than in the past. They account already for much of 
tile foreign exchange expenditure in port development. A technical com¬ 
mittee set up by the Ministry of Transport is at present engaged in working 
Out standard specifications for certain selected port equipment. 
We believe that the industrial and engineering capacities available in the 
country can be harnessed to much greater advantage than at present and, 

! f this is done, most of the equipment required by ports can be provided 
k^ithin the country within a comparatively short period. This will not only 
educe foreign exchange expenditure, but will also ensure accelerated port 
development. For this purpose, it is essential to strengthen the existing 
jechnical arrangements available within the Central Government. In view 
of the considerable volume of port equipment which is required for increas¬ 
ing present capacities as well as for raising the level of efficiency in the 
ports, we would urge that a special unit be established within the Depart¬ 
ment of Technical Development to assist the Ministry of Transport, Port 
Administrations and the industry in mobilising indigenous manufacturing 
capacity for meeting the requirements of ports. To this end, Port Adminis¬ 
trations should be enabled to prepare forward plans continuously for three 
jor four years ahead and place firm orders on indigenous manufacturers. It 
would be worthwhile to explore the possibility of establishing groups of 
manufacturers of different categories of port equjpment and other related 
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equipment and assist them with the balancing plants needed as well as the 
minimum supply of components and spares. 

8. In respect of works of different kinds which have to be undertaken, 
such as construction of docks and berths, provision of ship repairing facili¬ 
ties and installation of navigational aids, considerable experience has been 
gained in recent years in several of the major ports. On the whole, how¬ 
ever, there is still excessive dependence on foreign consulting firms. Engi¬ 
neering organisations in the Ports should be strengthened and each Port 
Administration should be asked to_lay down a phased programme for this 
purpose. In our view it is also essential to take steps to establish a central 
technieal organisation which can assist the major ports in preparing designs 
and specifications and in working out detailed project reports and will also 
be in a position to assist State Governments in drawing up projects and, 
where necessary, in supervising construction operations in selected inter¬ 
mediate and minor ports. Although it is conceivable that such an organi¬ 
sation could be built up jointly by the administrations of major ports, which 
are represented in the Inter-Port Consultations Committee, the meagre pro¬ 
gress made in this direction during the past two years has led us to the 
conclusion that the technical organisation we envisage must now be consti¬ 
tuted directly under the Ministry of Transport. The office of the Develop¬ 
ment Adviser under the Ministry provides a nucleus for the technical orga¬ 
nisation which we envisage but, as at present organised, it is clearly 
inadequate. We regard the building up of an adequate technical organisa¬ 
tion for port construction and development to be a basic national need and 
a matter calling for urgent action on the part of the Central Government. 

9. During the past decade, extensive port construction and development 
programmes have been undertaken, far exceeding those carried out during 
the two decades prior to the Plans. The fact that the total traffic presently 
handled at some of the major ports is below the estimated capacity suggests 
that there are some reserves in the system which can be drawn upon more 
adequately if port equipment is modernised, essential ancillary works needed 
for raising efficiency undertaken and the necessary operational improve¬ 
ments effected. Generally speaking, it would be an advantage if the period 
of rapid and accelerated construction now coming to a close could be 
followed by a period of consolidation and efforts to improve operational 
efficiency. At the same time new construction projects would have to be 
taken up. We would suggest that a port development plan should embody 
schemes for increasing capacities as well as programmes for efficient utilisa¬ 
tion of the capacities created. 

10. Each port should have a long-term programme of development, 
extending at least to a period of ten to fifteen years. The plan should be 
supported by more adequate economic studies and projections than have 
been available in the past. Ports like Calcutta, Bombay, Madras, Visakha- 
patoam and Cochin should be equipped with economic intelligence units of 
adequate quaUty so that, to a large extent, they are themselves able to 
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undertake and prepare studies and projections and also to review them 
critically from time to time. The hinterland of a major port extends well 
beyond the State in which it is situated. It is difficult for one major port 
to evolve its long-term plan without reference to industrial and economic 
developments affecting other major ports. It is, therefore, suggested that 
the Ministry of Transport, in consultation with the Planning Commission 
and the Ministries concerned, should initiate a concerted effort, in which 
all the major ports should cooperate, for formulating a long-term plan for 
port development for the country as a whole. Within this broad frame¬ 
work, which will of course need to be revised at appropriate intervals, it should 
be possible for each port to determine its own plan in fuller detail. As stated 
earlier, the long-term development plan for ports should include not only 
estimates of requirements on different assumptions and proposals for expand¬ 
ing capacities and modernising equipment, but should also outline measures 
for attaining steadily rising standards of efficiency in management and opera¬ 
tion, the financial policies to be followed and building up surpluses for 
future development. 

11. By the end of the Third Plan, the total capacity of the major ports 
will be three times their capacity at the beginning of the First Plan. In the 
case cif older ports like Calcutta, Bombay and Madras, the capacity will have 
rislen about twofold, but at Visakhapatnam, Cochin and Kandla, virtually 
the greater part of the existing capacity represents new additions. A physical 
programme of expansion on this scale must involve a large increase in the 
demand for trained technical and administrative manpower. The older 
ports, specially Calcutta and Bombay, had built up a sizeable reserve of 
trained personnel. Some of the personnel at other ports have been drawn 
from these ports. Their own expansion has also made new and heavy 
demands. Thus, in one way or another, all the ports now need to be better 
equipped in the matter of personnel and organisation. Since conditions of 
salary and opportunities for promotion in different ports vary widely, it is 
now becoming difficult to attract a sufficient number of persons with talent 
and ambition to take up careers in the technical and administrative services 
of major ports. Common systems of recruitment of officer cadres should 
be evolved. For the higher levels of technical and administrative person¬ 
nel there should be some kind of common ‘pool’ jointly maintained by the 
major ports. Such a ‘pool’ will provide all ports with trained and experi¬ 
enced personnel to fill positions involving higher responsibilities. From 
the aspect of efficiency of management, it is essential that a considerable 
proportion of the top positions in the ports should be filled by individuals 
who have spent the greater part of their careers working in the ports. The 
‘pool’ which we recommend could also provide personnel to serve on depu¬ 
tation with State Governments as Port Officers and as administrative and 
technical officers at intermediate ports and the more important minor ports. 
We hope the Ministry of Transport will take early steps to evolve a suitable 
scheme in consultation with the Port authorities. In this connection, we 
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would also stress the need for developing institutional facilities for harbour 
engineering at the Indian Institute of Technology in Bombay, but such 
facilities should be planned on a larger scale and utdised more adequately 
than at present. There is scope also for close cooperation between the 
major ports in providing in-service training programmes for various cat; 
gories of personnel. 

12. We have referred earlier to the increasing significance of efficient por 
management in formulating and implementing plans for port developmeni 
In this connection, we note that the Ministry of Transport and the Calcutta 
and the Bombay Port Trusts have under examination proposals for bringing 
about changes in their accounting systems. It is important that costs of 
various services rendered by port authorities should be known precisely and 
that port charges should be related to known costs. It is also essentia! 
that each port should have a cell for pursuing programmes for reducing the 
time taken and the costs incuned in different operations. Such a pro 
gramme must necessarily be undertaken with the support of labour and 
should be based on efforts to raise.the level of labour productivity through 
incentive schemes and other means. 

13. There is one final aspect of port development to which we would like 
to draw attention. It has frequentfy happened that plans formulated in 
relation to each Five Year Plan have been commenced and completed much 
later than scheduled and, consequently, the relief they were expected to 
provide was deferred, congestion and bottlenecks tending in the meanwhile 
to be accentuated. It seems to us that development of port capacities and 
efforts to increase operational efficiency should be regarded as continuous 
processes. Essential port development schemes should be approved at the 
earliest stage feasible and their execution expedited, so that the capacity 
of the ports to handle traffic should be developed in advance of .actual 
need. Since ports may be called upon to deal with substantial volumes of 
additional traffic at short notice and port development programmes take 
considerable time to execute, at the larger ports, and specially in Bombay 
and Calcutta (of which Haldia will be a subsidiary port), there should be a 
fair amount of reserve capacity which can be drawn upon readily. In this 
connection, we wish to express concern over the fact that there has been 
already a measure of delay in initfating advance action on several port 
development schemes in anticipation of the Fourth Five Year Plan We 
would, therefore, suggest an early review by the Ministry of Transport, of 
the position in all the ports, and specially at Bombay, Calcutta and Visakha- 
patnam, so that appropriate action may be taken at an early date. 



CHAPTER X 

INLAND WATER TRANSPORT 


India has a total length of about 13,500 kilometres of inland waterways, of 
which about a fifth is navigable by steamers. Inland water transport services 
are operated at present mainly in Assam, West Bengal, Bihar, Orissa, Kerala, 
Andhra Pradesh and Madras. The introduction of steam navigation in the 
north east region of India in the early part of the nineteenth century gave a 
str(|ng fillip to water transport and assisted in the development of a number 
of [industries. In the latter part of the century, with the development of 
railways, diversion of waters from the rivers for irrigation and deforestation 
on the hilly ranges leading to erosion and accumulation of silt in the rivers, 
the comparative importance of inland water transport diminished somewhat. 
The Industrial Commission (1916) drew pointed attention to the need to 
imjfrove the existing waterways and recommended the creation of a Water¬ 
ways Trust. However, no sustained efforts were made to maintain and 
imi^rove the waterways and there was no coordinated development of inland 
wafjpr transport and other means of transport. Nevertheless, in spite of 
adverse factors, inland water transport continued to have an important role 
in regions in which it offered natural advantages, as on the Brahmaputra 
and the Ganga in the north east region, in Kerala and in the deltas of the 
Krihna and the Godavari. In recent years, interest in the possibilities of 
inland water transport in India has revived because of the need to utilise all 
the available transport facilities for meeting the growing transport require¬ 
ments of the country. 

2. The Central Government has exclusive legislative jurisdiction in res¬ 
pect of navigation by mechanically propelled vessels on such inland water¬ 
ways as may be declared by Parliament to be National Waterways. Some 
prt^osals are presently under consideration in this connection. Navigation 
by imechaiucally propelled vessels on waterways other than National Water¬ 
ways is a concurrent subject. Navigation on all waterways by vessels other 
tha^ mechanically propelled vessels falls within the State List. The States 
havfe exclusive legislative powers to impose taxes on goods and passengers 
carried on all inland waterways. The executive authority for all inland 
waterways also rests with the States. 

3. The problems of inland water transport in different regions in India 
were studied by the Inland Water Transport Committee (1959). The 
Committee drew attention to the almost complete absence, both at the Centre 
and in the States, of expert technical organisations conversant with and hav¬ 
ing practical experience of the complexities of inland water transport. The 
Committee, therefore, recommended the creation of an adequate technical 
organisation at the Centre. It suggested that while the actual execution of 
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inland water transport projects might be left to State Governments, wiio 
would be in the best position to provide direct supervision, responsibility 
for investigations and planning, coordination and overall control as well as 
the financing of inland water transport projects should be undertaken by 
the Government of India for at least ten years. As an immediate objective 
there should be concentration on regions where inland water transport faci 
lities had and would continue to have an essential role. The Commiitee 
referred to the contribution of country boats and proposed measures foi 
arresting their decline. Recommendations were also made for making the 
operation of ferries safer and more eflScient . 

Development under the First Three Plans 

4. The main developments under the Five Year Plans can be briefly 
stated. During the First Plan, the Ganga Brahmaputra Water Transport 
Board was set up as joint venture of the Central Government and the 
Governments of Uttar Pradesh, Bihar, West Bengal and Assam. Its object 
was to coordinate the efforts of the participating Government in develop¬ 
ing water transport on the Ganga and Brahmaputra systems and to carry 
out pilot projects to test the feasibility of operating modern craft in shallow 
waterways. 

The more important projects taken up during the Second Plan includcjd 
construction of an inland port at Pandu (Gauhati), extension of the West 
Coast Canal from Badagara to Mahe in Kerala and certain navigational 
works on the Damodar Valley. Provision was made for experimental 
dredging of the Buckingham Canal in Andhra Pradesh and Madras. 

The Third Plan included the establishment of an organisation at the 
Centre to provide technical advice and guidance on the development of 
inland water transport. TTie programme also provided for the completion 
of the inland port at Pandu and of the navigational works on the Damodar 
Valley Corporation Canal. The Third Plan included schemes for a pilct 
towing project to be undertaken by the Ganga-Brahraaputra Board in the 
Sunderbans, purchase of dredgers and launches for Sunderbans and Brahma¬ 
putra, improvement of the foreshores at Gauhati, and provision for training. 
Extension of the West Coast Canal in Kerala and improvement of the 
Taldanda and Kendrapara Canals in Orissa to facilitate export of iron ore 
through Paradeep formed part of the plans of the two States. 

Problems of Development 

5. Problems of development of inland water transport have to be cossi 
dered in different regions separately according to the nature of the waterways 
and the conditions of trafSc available in each region. Waterways offer a 
cheap means of transport, particularly for certain kinds of traffic, both over 
long and short distances. The most important factor in the economics of 
waterways is the relatively low proportion of track costs. Waterways being 
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provided by nature, the track costs comprise mainly costs of preventing 
the siltation and maintaining navigability. In the interest of overall economic 
development and utilisation of available communication facilities, it is 
important that the waterways potential of different regions should be put to 
productive use. Advantage should be taken of recent technological advances 
to achieve possible economies offered by this natural mode of transport, for 
instance, of better mechanically operated craft with greater power and capa¬ 
city to move traffic in bulk. 

6. Development of inland water transport has to be viewed in each region 
in the context of integrated regional transport plans within the framework 
of the transport plan of the country as a whole. It is of the utmost import¬ 
ance that in each region, to the extent necessary, water transport services 
should be fully coordinated with the services provided by the railways and 
by road transport. In the first place, where waterways run parallel to rail¬ 
way and road systems, it is necessary to have policies and programmes such 
as would ensure optimum distribution of overall traffic and maximum bene¬ 
fit being derived from each mode of transport from the point of view of the 
economy as a whole. Secondly, where inland water transport, either by 
river or canal, has to be combined with rail or road transport to serve places 
located away from the waterways, it is necessary to find ways of reducing 
the time and cost of transhipment between waterways and other modes of 
transport. For, often, it is these costs of transhipment that prevent full use 
being made of waterways. 

7. To ensure development of waterways potential where natural condi¬ 
tions are favourable, it is necessary to work out long-term plans, keeping 
in view a perspective of at least ten to fifteen years. These plans should 
take a coordinated view in each region of waterways and other transport 
services against projected traffic requirements. These requirements have to 
be assessed in terms of the likely industrial and agricultural development in 
the region. A beginning with the setting up of an organisation for inland 
water transport has been recently made by the Ministry of Transport. If 
this organisation is adequately developed, it should be possible for the 
Centre to assist the States in evolving suitable plans for future development. 
These plans should not merely be in the nature of technical schemes, but 
should consider costs of development and maintenance of waterways, choice 
of craft, organisations for operating waterways services and policies as well 
as measures to ensure that related transport services operate on a comple¬ 
mentary basis. It is conceivable that, having regard to initial costs of 
development, some of the waterways may not be financially viable, at least for 
a period. Efforts, therefore, should be made to work into the plans of 
regional development of waterways principles and methods of direct or 
indirect financial support to be given to waterways services, say, for a period 
of five years or so. The necessary resources for development should be 
provided under the Five Year Plans. In view of the considerable lag in the 
development of waterways which has occurred over nearly two decades, it 
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win be necessary to provide resources on a fair scale in the Fourth Plan so 
that the impetus given may yield early results. 

Waterways in the North Easi' REC710N 

8. The north-eastern region is served by the Brahmaputra river system 
which IS of central importance in the economy and transport of the Assam 
region. Out of a total annual traffic of about 2.5 million tonnes between 
Assam and Calcutta, water transport accounted in recent years for about 
one million tonnes. The State of Assam and other adjoining territories are 
linked with the rest of the country through a narrow strip of territory. The 
railway and road systems serving the region are exposed to floods and their 
maintenance presents considerable difficulty. Waterways in the region run 
along the main drainage line and are, therefore, less susceptible to disrup¬ 
tion by floods. However, the river has problems such as seasonal fluctua¬ 
tions in discharges and instability of channels anti banks. Also, since the 
principal waterway link between the region and the rest of India passes 
through East Pakistan, operations in this waterway are affected from time to 
time by the state of relations between India and Pakistan. 

9. TTie principal inland water transport operator in the Assam region, 
the River Steam Navigation Company (formerly India General Steam Navi¬ 
gation Company) has long operated inland water transport services not only 
between Calcutta and Assam in the Brahmaputra river system, but also 
between Calcutta and Bihar and Uttar Pradesh in the Ganga river system, 
Even after partition, the Company has been carrying about two-thirds of 
the water-borne traffic of Assam, Cachar and Tripura, the remaining traffic 
Ireing earned by other operators in the region. On account of several 
factors which adversely affected the economics of operation of the Company, 
particularly ovei recent years, the Company has been running into heavy losses. 
Early in 1965, the Government of India took over the Company by acquir¬ 
ing majority participation in its capital. Following the recent conflict with 
Pakistan, for the time being the Company’s operations are restricted to 
waterways situated in Assam. 

10. Over the past three years .several important developments have 
occurred in the north east region and these are likely to transform the trans¬ 
port .system of the region. The broad gauge line has now been extended to 
Bongaigaon and further to Jogigopa on the northern bank of the Brahma¬ 
putra. National Highways, both on the northern and the southern banks 
of the river, have been developed and, with the completion of the Lateral 
Road and other connecting roads, the road network of the region will be 
considerably strengthened. With these facilities established, even more 
than in the past, inland water transport has necessarily to be viewed as an 
integral part of a composite transport network serving the region as a whole. 
Except for the recent construction of the broad gauge line to Jogigopa, the 
railSvay system in the Assam region consists entirely of the metre gauge. 
Plans for development of an inland port at Jogigopa have already been 
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finalised and are to be put into execution shortly. At Pandu (Gauhati), an 
inland port has been developed under programmes taken up in the Third 
Five Year Plan. After the emergency in 1962, the Government of India 
set up the Central Road Transport Corporation, which operates goods trans¬ 
port services both within the Assam region and between Assam and Calcutta. 
The various developments outlined above suggest a role for inland water 
transport which may be somewhat different in scale and purpose from that 
in the past. 

I 11. Problems of transport in the north east region are being studied at 
pjresent with a view to evolving an integrated transport plan for the region 
as a whole. A transport survey for the region is already in progress. The 
broad lines on which plans have to be worked out can be briefly stated. 
Railways and waterways are the two most important means for transporting 
goods from and to Assam. Road communications are also of great import¬ 
ance but, for moving goods, they provide essentially a service complementary 
to rail and river transport. While railway sendees on the metre gauge line 
could be made self-contained, the broad gauge services have necessarily to 
te integrated with waterways and road services. Traffic terminating on the 
broad gauge line at Jogigopa has to be carried further inside the region by 
waterways and road services. Similarly, certain types of traffic originating 
in the region such as are intended for destinations in India on the broad gauge 
railway system could best be carried up to Jogigopa by road and river. The 
traffic in respect of which integrated tran.sport services have specially to be 
organised will consist largely of jute, tea and wax in the outgoing direction, 
and cement, foodgrains, fertilisers and salt in the incoming direction. In 
order that rail, road and water transport services function as parts of a com¬ 
posite transport network in the region, it will be necessary to work out 
arrangements for pooling their operations and also to have facilities like 
common booking and transhipment and through freights and fares. Having 
regard to the location of Assam and other adjoining States in the north east 
region, it is of the utmost importance that costs of transport of essential goods 
Imoving from or to the region are kept to the minimum. It is from this 
[point of view that it will be desirable to work progressively towards a scheme 
of pooling of rates and fares, and to consider possibilities of cross-subsidisa¬ 
tion of different transport services so that, over a period, as the economy of 
the Assam region develops, the system can pay for itself. Plans for the 
development of waterways have to be thought of in this wider perspective. 
We stress this approach because we think that, even apart from the specific 
question of inland water transport, it is an imperative condition for the 
successful and rapid development of the economy of the Assam region that 
costs of transport should be reduced to the extent possible. This should, 
j therefore, be the common focus of policy for all the transport services in 
i the region, whether these are operated by Central or by State agencies. 

12. Two questions which need to be considered in the context of develop¬ 
ment plans for waterways in future are (a) arrangements for conservancy 
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'of liver system, and (b) organisation for development and maintenance of 
waterways. Having regard to the nature of conservancy work involved in 
the Brahmaputra and its tributaries, and, for that matter in other major 
river systems in the country, overall responsibility for conservancy should 
be accepted by the Central Government. It will be necessary to ensure 
systematic study of the methods of river training and conservancy, the 
improvements needed, the capital required for conservancy works, and the 
organisational arrangements which may be required. The costs of conser¬ 
vancy have to be carefully worked out. In addition to the technical organisa¬ 
tion at the Centre, it will be essential also to have an adequate organisation 
at the State level, and to assign to it effective responsibility for developing 
and maintaining the waterw'ays in the region. 

The Ganga River System 

13. The Ganga river system which, excluding the Hooghly, is navigable 
by boats over a length of more than 2000 miles, has been from times imme¬ 
morial an important route connecting upper India with West Bengal. On 
account of several developments since the latter half of the 19th Century, 
such as the coming of railways and the building of road networks and, more 
recently, the Partition of the country which broke off the direct link of this 
waterway from Calcutta, the importance of Ganga from navigation point of 
view has been greatly reduced. The Joint Steamer Companies which con¬ 
tinued to operate services between Calcutta and Patna via East Pakistan 
route, even after Partition, had to close their services in January 1958 
because of losses involved in operating the services. Experimental services 
in the river Ganga between Buxar and Rajmahal have been operated in 
recent years with the help of specially designed shallow-draft vessels by 
the Ganga-Brahmaputra Water Transport Board. The experiments con¬ 
ducted by the Board established the technical feasibility of push-tow services 
operated by shallow craft on the river Ganga. It has, however, not been 
possible yet to organise services on a commercial basis and experimental 
services have recently been discontinued. 

14. In 1962, on account specially of shortage of the railway capacity 
for movement of coal to upper India, the Government of India evolved 
proposals for development of services in the river Ganga. These, however, 
could not be carried through. The World Bank Team which studied trans¬ 
port problems in some detail in 1963-64 examined the feasibility of coal 
transport by waterway on the Ganga and came to the conclusion that the cost 
of moving coal by the river route in the region was much higher than by 
rail, principally because, in the case of water transport, coal had first to be 
transported overland by other means of transport. The Study Team, 
however, suggested consideration of the possibility of organising river 
services for other commodities. Earlier in 1959-60, on behalf of 
the Ganga Brahmaputra Board, the National Council of Applied 
Economic Research had conducted a detailed survey of traffic 
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potential on the river Ganga between Allahabad and Rajmahal and also on 
the river Gogra between Daurali and its confluence with Ganga. The survey 
disclosed a traffic potential of about 200,000 tonnes per annum on these 
rivers. According to the survey, traffic of this magnitude could be develop¬ 
ed on these rivers if certain facilities were provided, such as maintenance of 
the navigable channel, landing ghats and connecting road links, etc. The 
Government of Bihar have had under consideration proposals for organis¬ 
ing commercial services on the river Ganga. It is to be hoped that the detail¬ 
ed plans for the development of these waterways will be evolved in the 
nepr future. 

15. As in other regions, development of the waterways in the Ganga 
injd its tributaries has to be considered as part of the overall transport system 
in the region through which these rivers flow. The railway and road trans¬ 
port systems in this region, no doubt, are developing fast. It should be 
possible to supplement them to an extent by harnessing the potential of 
waterways in this region. Having regard particularly to the needs of the 
relatively undeveloped areas such as Eastern Uttar Pradesh and North Bihar 
selrved by these rivers, we hope that plans for developing navigation in the 
rivers will be drawn up and integrated with the general economic develop- 
inent plans of comparatively less developed areas in which every resource 
ottered by nature needs to be stretched to the maximum advantage. It is also 
necessary to dovetail these plans with programmes for development of indus¬ 
tries based on natural resources available in the region and decisions on the 
IcNations of these industries should take fully into account the potential uses 
of waterways. The success of plans for development of inland services in 
the Ganga river system will depend, in a large measure, on the feasibility of 
maintaining navigable channels in the rivers, a serious problem in this connec¬ 
tion being bank erosion. River training works and adequate conservancy 
arrangements are, therefore, of great importance. 


The construction of the Farakka Barrage and the connected develop- 

f ent of the river Bhagirathi provide an entirely new perspective for the 
welopment of waterways in this region in so far as these works will make 
possible to connect the river Ganga with the Hooghly through Bhagirathi 
by the direct route passing through Indian territory. With this in view, it 
is necessary to make a fresh appraisal of the potential of the all-India 
waterway between Calcutta through Patna and Uttar Pradesh. Technical 
and economic problems connected with this development should be considered 
as part of this appraisal. 


Waterways in Kerala 

; 16. Next only to the northeast region, inland water transport has 

the most important role in Kerala, where natural facilities of inland naviga¬ 
tion are provided by lakes and backwaters sprawling along the West Coast, 
Canals have been built artificially to connect the backwaters with one 
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Another, the most important among these being the West Coast Canal which 
runs over a distance of about 480 kilometres along the West Coast except 
for a missing link of about 50 kilometres. Inland water transport services 
in Kerala, however, are. largely provided by traditional country boats called 
valloms. It is only the section between Cochin and Quilon on the West 
Coast Canal which is at present suitable for operation of powered boats. 
Some of the more important centres of commerce and industry in the Stale, 
namely, Ernakulam, Alleppey, Quilon and Trivandrum are situated along 
the waterways. It is estimated that about 1.5 million passengers and over 2 
million tonnes of goods traffic are carried by waterways every year. The 
goods traffic consists mainly of agricultural products like coconut, iood- 
grains, timber, rubber and industrial raw materials and manufactured good. 
Of the total goods traffic in the State, about one half is estimated to move by 
water, the rest being distributed between road and rail. The State Govern¬ 
ment set up a Water Transport Corporation in the State in April 1958 
which took over passenger boat services operating between Quilon and 
Ernakulani. For several reasons, chief among these, being the heavy expen¬ 
diture on crew and staff, the Corporation incurred losses amounting to over 
Rs. 22 lakhs over a period of about 5 years between 1958-59 and 1963-64. 
The Corporation was abolished in March 1965. Arrangements to set up 
a fresh organisation to take its place are under consideration. 

17. Inland water transport in Kerala has certain natural advantages in 
so far as the backwaters provide navigable channels which do not involve 
much expenditure on maintenance. These backwaters link up with various 
ports on the coast, so that goods cun be transhipped directly from the boats 
to the ships. An important problem of development of waterways in 
Kerala is to make them navigable by powered cralt and to introduce techno¬ 
logical improvements with a view to reducing costs and improving the eco¬ 
nomics of inland water services. An essential step is to build up a suitable 
organisation which can undertake responsibility for developing and mamtam- 
ing the waterways, including introduction of better craft and for organising 
and assisting boatmen with a view to enabling them to provide, services on 
a commercial basis. In association with the Directorate of Inland Water 
Transport at the Centre, this organisation should w'ork out detailed plans 
for the development and operation of waterways as an integral part oi the 
transport sy.stem in the State covering a period of ten to fifteen years. 

Waterw.ays in Other Regions 

18. Some of the other regions in which waterways offer a potential 
source of navigation to be developed further are ; (1) Goa, (2) Orissa, (3) 
Andhra Pradesh, (4) Madras, (5) Maharashtra, (6) Gujarat and (7) West 
Bengal. Tire river and canal systems in Goa have been used traditionally 
for carrying iron ore from the mines to Mormugao port. Iron ore is tran¬ 
shipped from boats direct to ships and this accounts for substantial 
economies in the cost of handling iron ore. Of the total quantity of about 
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6 million tonnes of iron ore being exported through Mormugao annually, 
as much as 5 million tonnes is carried by boats. A detailed project for the 
development of Mormugao port is now under preparation. Along with this- 
project, it is necessary to prepare a plan for the development of waterways 
with a view to realising their economies in the transport of iron ore to the 
maximum extent possible. 


19. In Orissa also waterways have been used on a limited scale for carry¬ 
ing iron ore for export through Paradeep port. The Mahanadi river and 
the Taldanda and Kendrapara canals, constitute the main waterways. 
Sonje works were undertaken in the Third Plan on these waterways with 
a view to given effect to a programme for export of 5 lakh tonnes of 
ironl ore annually through Paradeep. However, Paradeep has since been 
developed as an all-weather port with alongside facilities and an express 
highway which will provide a direct road link from the mines to the port 
IS about to be completed. The future of waterways, particularly from the 
point of view of export of iron ore through Paradeep, has to be assessed 


afre^ in the context of these developments. 

20. In Andhra Pradesh and Madras, experimental dredging is being done 
with a view to drawing up a plan for making the Buckingham Canal navi- 
gabl^ by powered craft. In Andhra Pradesh, the Krishna and the Godavari 
delta canals provide the vital lines of communication connecting the Kakinada 
and Masulipatnam ports and suggestions have been made for development 
of these waterways. In other States also, particularly Maharashtra and 
Gujarat, there are waterways whose potential could be developed further. 
In Rajasthan, the economic feasibility of providing navigation in the new 
Rajasthan Canal is under study. 


21. In West Bengal, 
extends from Durgapur to 


the Damodar Valley Corporation Canal which 
the Kunti river at a distance of about three kilo¬ 


metres from its confluence with the Hooghly, was built primarily for flood- 


control and irrigation but was also designed for navigation. Operations on 
a limited scale have already been started in the canal. Measures have to 
be considered for utilising the potential offered by the canal. 


22. In this chapter we have attempted briefly to indicate the more im- 
portaiit directions for the development of waterways in the country and the 
lines along which detailed projects may be formulated for the Fourth Five 
Year Plan. The broad approach we have suggested is that development of 
waterways should be viewed as an integral part of the overall transportation 
system in each region and plans should be drawn up for development of 
waterways in the perspective of developments in other fields anticipated over 
the next ten to fifteen years. These plans should provide not merely for 
development and maintenance of waterways, but also for organisation ©f 
watervlays services on a commercial basis, including technological improve¬ 
ments, I such as choice of better craft and measures to assist boatmen and 
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coonj.ri, led operation with other transport services. In this context we wish 
to sifcss the need to rehabilitate boatmen by taking concerted measures to 
impi ovf country boats and develop an expanding industry for manufacture 
of iiuprcved types of boats. Resources for carrying out these tasks should 
be p'ovi Jed under the Fourth Five Year Plan. 




CHAPTER XI 

PlPELfNES AND ROPEWAYS 


To A considerable extent, general transport services such as rail trans¬ 
port, roads and road transport have to be provided in anticipation of require¬ 
ments and serve to strengthen the development process as a whole. However, 
with the growth of industry, even in regard to these aspects of transport, 
more specialised needs emerge. These may be for particular types of rolling 
s^ock or motor vehicles or for higher road specifications. A still greater 
degree of special'isation in the provision of means of transport is represented 
hy such comparatively recent developments as pipelines, ropeways and con- 
tfeyor belts which are directly related to certain specific needs. Such specialis¬ 
ed methods of moving certain commodities in bulk follow directly from 
developments like movement of crude oil, oil exploration, oil refining and 
petro-chemical industries. In these, the industrial objectives in view, suit¬ 
ability of particular modes of transport and their relative capital and operating 
costs determine the manner in which the transport needed is provided. It 
is, therefore, easy to see why in India pipelines have come into increasing 
use in recent years and also the reasons for the larger role they may be ex¬ 
pected to play in the future. 

2. Experience in other countries has also been similar.’ In the United 
States, for instance, oil pipelines carried over 10 per cent of the total inter¬ 
city freight in 1950 and carried more than 17 per cent in 1960. Projections 
for future years suggest that the proportion of the total freight carried by 
oil pipelines may well be of the order of 20 per cent in 1980.^ In Eastern 
Europe also there has been considerable development of pipelines. Crude 
oil from the Urals moves by pipeline over a distance of some 4,500 kilo¬ 
metres through Poland and East Germany to Hungary and Czechoslovakia. 

3. In India, the principal pipeline projects so far executed or under way 
fall into four groups : 

(i) The Naharkatiya-Nunmati-Baraimi crude oil pipeline, (1152 
kilometres) constructed at a cost of about Rs. 41.45 crores, 
including foreign exchange cost of Rs. 15.29 crores. 

(ii) The Gauhati-Silisuri product pipeline, (420 kilometres) construct¬ 
ed by the Indian Oil Corporation at a cost of about Rs. 7 crores, 

>“It (pipeline) provides a means of substituting oil or gas movement for the haulage 
of coal and other fuel in wheeled vehicles, especially by rail. Continuing improvements in 
the quality of pipe and in the ease of installation and operation have resulted in the rapid 
expansion of pipeline transport of liquids and gases, and there arc important potentials for 
moving solids by pipelines. 

‘ The feasibility of pipelines for developing countries lies in their ability to traverse 
even the most difficult terrain, to be practically unaffected by weather, and to furnish trans¬ 
port of petroleum and petroleum products at low unit costs. Where volumes are sufficiently 
jgreat, the pipeline is more economical for these purposes than other forms of transport", 
(Wilfred Owen, "Strategy for Mobility”, The Brookings Institution, 1964, Page 106,) 

^Landsberg, Fischman and Fisher. Resources in America's Future : Patterns 
of Requirements and Availabilities: 1960-2000 (1963), Page 141. 
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including foreign exchange cost of Rs. 1.7 crores. 

(iii) The Haldia-Barauni-Kanpur pipeline, being constructed by the 
Indian Oil Corporation. The section between Haldia and 
Barauni (530 kilometres) has been completed as a two-way 
pipeline, carrying crude from Haldia to Barauni and petroleum 
products from Barauni to Haldia. The section between Barauni 
and Kanpur (680 kilometres), which will carry petroleum pro¬ 
ducts from Barauni refinery, is expected to be completed early 
in 1966. The total cost of the project is estimated at about 
Rs. 26 crores with foreign exchange component exceeding Rs. 10 
crores. 

(iv) The GujaPat pipeline system, providing for movement of oil 
from Ankleshwar and gas from Cambay, comprises gas lines 
between Cambay and Dhuvaran (26 kilometres), between 
Ankleshwar and Uttaran (42 kilometres), between Ankleshwar 
and Baroda (98 kilometres), a crude pipeline between Anklesh- 
war and Koyali (98 kilometres) and a product pipeline between 
Koyali and Ahmedabad (120 kilometres). The project is near¬ 
ing completion. Its total cost is reckoned at Rs. 6.68 crores 
with foreign exchange component of Rs. 1.79 crores. 

4. Investment costs of pipelines and costs of operation vary with the 
size of the pipeline, the length, the area to be served, throughput volume 
and products to be carried, and balancing tanks or storage tanks required at 
either end of the pipeline and at intermediate offtake points. Pipelines emtail 
heavy fixed costs, but their operating costs are low, average costs per tonne 
kilometre depending largely on the throughput. Given adequate volume of 
traffic, transportation through pipelines is reckoned to be more economical 
than through other modes. Pipeline capacity can be augmented through 
installation of boosters. However, since pipelines must be. used for specific 
products, it is important that projections of future traffic requirements should 
be made with special care. 

5. Indian experience in the working of pipelines is yet too short to throw 
up data regarding actual operational costs. In view of the capital intensive 
character of investment in pipelines, we suggest that the Ministry of Petroleum 
and Chemical Industries should make an early appraisal so as to establish 
operational cost data which may provide guidance in future projects. Even 
though the experience gained so far is limited, it should stiU be possible 
to verify the assumptions and estimates made at the time of taking the initial 
investment decisions and to set appropriate norms for future development 
and operation of pipelines. Such an appraisal will also suggest ways of 
keeping down capital and operational costs and ensuring the conditions 
necessary for optimum utilisation. Where the movement involved is in bulk 
and its direction reasonably fixed over a long period, pipelines are readily 
believed to be the most economic means of transport for carrying oil and 
gas, but certain other aspects may require greater consideration in the light 
of actual experience. For instance, in respect of product pipelines, it i.s 
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not enough to consider movement in bulk from the refinery to a prescribed 
destination. Distribution costs in relation to various consuming centres 
should be assessed and an attempt made to ascertain the cost to the economy 
as a whole. Again, in comparing the economics of pipelines and rail or 
road transport, in given situations, it may be important to assess the extent 
of capacity already available and the desirability of putting existing invest¬ 
ments to full use. The fact that the foreign exchange costs of pipelines are 
likely to be heavy for a long time to come is also a pertinent consideration. 

6. Pipelines will have a significant role in India in the case of petro¬ 
chemical industries and of fertilizer production. The World Bank Study 
Teiam on Coal Transport investigated the relative costs of carrying coal by 
rail and by pipeline. The conclusion reached by them was that while, in 
certain special situations in which rail facilities are not available, pipelines 
might be economical for distances between 60 and 225 kilometres, speaking 
generally, rail costs were likely to be lower. It has been suggested that 
there might be some scope for the use of pipelines to supply coal from washe- 
ries to nearby steel plants and power houses. This aspect deserves closer 
inWstigation. 

7. Ropeways are used mainly for carrying bulk materials like sand, 
cc(al, stone, ore, etc. They are suitable for comparatively short hauls over 
terrain where construction of roads or provision of other transport is either 
not feasible or is too expensive, provided also that there is a steady flow 
of material to be moved. The initial cost of construction of ropeways is 
hi^h compared, to other modes of transport, but running costs are cheaper 
because their normal working and care require less manpower than other 
modes of transport. In the eastern region there, are at present 28 ropeways 
with a total length of 120 kilometres and installed capacity of 2,447 tonnes 
per hour, the largest capacity being in the districts of Dhanbad in Bihar and 
Burdwan in West Bengal. In these latter districts, ropeways are used 
for transporting sand from the bed of Damodar river to the various collieries 
for back-stowing and for moving coal from the collieries to rail-heads for 
leading into railway wagons. Of the total capacity of ropeways, 71 per 
cent is for carrying sand, about 16 per cent for iron ore, about 11 per 
cent for coal and the rest for bauxite and other commodities. The total 
annual capacity of the existing ropeways in the region is estimated at 12 
million toimes, the traffic now carried being of the order of 8 million 
tonnes. Thirteen more ropeways with a total capacity of 4,640 tonnes 
per hour and a total length of 205 kilometres are expected to be commis¬ 
sioned by 1969 in the Jharia and Raniganj coalfields, their total estimated 
cost being Rs. 24 crores. It is reckoned that when these ropeways are 
installed, the total capacity of ropeways in the eastern region will rise to 
7,000 toimes per hour or 33.5 million tonnes per annum. Ttn view of the 
high capital cost and the large foreign exchange component, the economic 
feasibility of the costlier ropeway projects should be examined closely before 
approval is given. 



CHAPTER XU 
AIR TRANSPORT 


The world over, expansion of civil air transport has been in the main 
a post-war phenomenon. During the period 1948-63, passenger kilometres 
flown by domestic and international air services of member countries of the 
International Civil Aviation Organisation increased from 21,000 to 147,000 
million. Passenger kilometres flown by Indian air services increased from 
284 million to 1689 million, India’s share in the world total being 1.35 
percent in 1948 and 1.2 percent in 1963. Over the, same period freight 
carried by air increased from 420 million ton kilometres to 3270 million. 
The share of air services registered in India increased from 5 million ton 
kilometres to 53 million or from 1.2 percent to 1.6 percent of the world 
total. Though, in comparison with world totals and developments in other 
large countries with a considerable internal network, the progress of 
Indian air services has kept pace, the actual magnitudes of traffic are still 
comparatively modest. This is seen from the table below : 

Table 1 : Total scheduled services (domestic and international)—volume of traffic* 

(in millions) 
Index 1948=100 


Passenger traffic 



Passenger kilometres 




1948 

1958 

1963 

1948 

1958 

1963 

Worlds 

21,000 

85,000 

1,47,000 

100 

405 

700 

United States 

12.698 

50,698 

81,048 

100 

399 

638 

Canada 

596 

3,232 

5,785 

100 

542 

971 

Australia 

1,049 

2,189 

3,892 

100 

209 

371 

Brazil 

677 

2,438 

3,080 

100 

360 

455 

India . 

284 

864 

1,689 

100 

304 

595 



Cargo ton-kilometres 



Freight 







World* 

420 

1,670 

3,270 

100 

398 

779 

United States 

233 

863 

1,662 

100 

370 

713 

Canada 

5 

32 

74 

100 

640 

1480 

Australia 

25 

63 

94 

100 

252 

376 

Brazil 

31 

87 

111 

100 

280 

358 

India 

5 

31 

53 

100 

620 

1,060 


2. Domestic air services are operated by the Indian Airlines Corpora- 
ion, but there are also eight small air companies which operate non- 
;cheduled services in the Assam region. International air services are 
jperated by Air India. Air India’s fleet consists of 8 Boeings. The Indian 
\irlines Corporation, having been constituted in 1953 out of a number 
^Source .—United Nations Statistical Year Book, 1964. 

^Includes member countries of the International Civil Aviation Organisation 
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of separate companies operating a variety of aircraft, needed time to build 
up a fleet composed of a few standard types suited to different categories of 
operations undertaken by the Corporation. In March 1965, the fleet of 
Indian Airlines consisted of 4 Caravelles, 12 Viscounts, 10 Fokker 
Friendships, 3 Skymasters and 36 Dakotas. As at present envisaged, by 
the end of the Fourth Plan, the Corporation’s fleet will comprise 10 Cara¬ 
velles (or Caravelle types of aircraft), II Fokker Friendships, 7 aircraft to 
replace Viscounts and Skymasters, and 15 Avros and 15 small feeder route 
aircraft. 

3. Air India and Indian Airlines together had in 1964-65 a total capa¬ 
city of about 487 million tonne-kilometres and carried nearly 1.5 million 
passengers. They flew 2,097 million passenger kilometres and carried 
about 59 million tonne-kilometres of cargo. Table 2 below gives statistics 
separately for Air India and Indian Airlines for the years 1955-56, 1960-61 
and 1964-65 : 


Table 2 : Indian air services- capacity and operations 
total traffic index 

1955-56 


Available tonne-kilometres {millions) 


Air India 

lAC 

total 


561 
84-3 
140'4 


Passenger kilometres (millions) 


Air India 
lAC . 
total 


248-0 

338-0 

586-0 


Passengers carried (thousandi-) 


.Air India 
lAC . 
total 


56-4 

500-4 

556-8 


Cargo tonne-kilometres (milliors) 


Air India 
TAC . 
total 


8 - 9 * 

20-7* 

29-6* 


1960-61 

1964-65 

1955-56 

1960-61 

1964-65 

161 4 

328-6 

100-0 

287-7 

582-2 

113 I 

157-0 

100-0 

134-2 

186-2 

274-5 

485-6 

100-0 

195 5 

345-9 

582-6 

U39-8 

100-0 

234-9 

460 0 

6I40 

957-6 

1000 

181-6 

283-3 

1196-6 

2097-4 

100-0 

204-1 

357-9 

123 3 

238-0 

100-0 

218-6 

422-0 

787-2 

1235-3 

100-0 

157-3 

245-9 

910-5 

1473-3 

lOO-O 

163-5 

264-6 

18.8 

44-2 

100-0 

211 2 

496-6 

19-5 

15-0 

100-0 

94-2 

72-5 

38-3 

59-2 

100-0 

129-4 

200-0 


It will be seen that the total capacity of domestic air services, excluding 
the non-scheduled operations of small' private companies, increased by 183 
percent over the ten years from 1955-56 to 1964-65. Private air com¬ 
panies accounted in 1964 for a total freight of about 42.5 million tonne- 
kilometres. During the same period the corresponding increase for Air 
India amounted to 360 per cent. Between 1960-61 and 1964-65, with 


♦for 1957-58. 
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the introduction of the Boeing on international routes, Air India doubled 
their total capacity. 

4. While operational efficiency is a factor of the greatest importance for 
the profitability of air services, the experience of both Air India and Indian 
Airlines bears testimony to the crucial significance of the right choice of 
aircraft for the success of the air transport industry. Indeed, this considera¬ 
tion is likely to condition future developments both in domestic and in inter¬ 
national services to an even greater extent than in the past. 

5. In the operation of domestic air services, white such considerations as 
the quality of civil aviation and aeronautical facilities available, efficiency 
of management and training and morale of personnel are extremely impor¬ 
tant, two major factors which finally determine the profitability of the 
industry jurd its rate of growth are the costs of operating different types of 
aircraft and the nature of the routes served. The seating capacity of 
different aircraft varies a great deal, the number of seats ranging from 84 
on the Caravelle, 50 to 60 on the Skymaster and 48 on the Viscount to 36 
on the Fokker Friendship and 21 to 28 on the Dakota. Available tonne 
kilometres per flying hour provide a useful overall measure of the capacity 
of an aircraft and allow for all relevant factors. Table 3 below compares 
for the four years, 1961-62 to 1964-65, available tonne kilometres per flying 
hour for five principal types of aircraft presently employed by Indian Airlines 
as well as their unit costs. 

Table 3 ; Available tonne kilometres per flying hour and costs of operating different 

types of aircraft 



1961-62 

1962-63 

1963-64 

1964-6:5 

a) Available tonne-kilometres 
per flying hour 

Dakota (passenger) . 

510 

506 

481 

491 

Skymaster .... 

1,901 

1,965 

1,809 

1,839 

Viscount .... 

1,758 

1,729 

1,729 

1,685 

Fokker Friendship . 

1,110 

1,260 

1,079 

1,079 

Caravelle .... 

* 

* 

4,713 

4,923 

(6) Cost in rupees 
[i) per flying hour 

Dakota .... 

834-14 

878-14 

1044-49 

1103 97 

Skymaster .... 

1723-74 

2091-31 

2194-51 

2362-84 

Viscount .... 

1817-98 

1802-49 

2145-15 

2267 03 

Fokker Friendship . 

1289-29 

1487-13 

1540-31 

1715-26 

Caravelle .... 

* 

* 

5596-90 

5465-85 

'(V) per available tonne kilometre 

Dakota .... 

1-50 

1 -54 

1-95 

2-13 

Skymaster .... 

0-91 

1-06 

1-21 

1-28 

Viscount .... 

1-03 

104 

1-24 

1-35 

Fokker Friendship . 

1-16 

1-18 

1-43 

1-59 

Caravelle .... 

* 

* 

1-19 

1-11 

it) per aircraft kilometre 

Dakota .... 

3-65 

3-86 

4-71 

5-06 

Skymaster .... 

6-06 

7-26 

7-66 

8-00 

Viscount .... 

4-74 

4-58 

5-59 

6-07 

Fokker Friendship . 

4-15 

4-86 

5-20 

5-86 

Caravelle .... 

* 

* 

9-17 

8-75 


• Caravelles were introduced in 1963-64 
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In considering the data given above, it has to be remembered that air 
transport has special characteristics which distinguish it from other modes 
of transport. Air travel is necessarily very costly. Costs are related to the 
standard of service which has to be provided. A significant proportion of 
the costs of operation are outside the control of the operators, for instance, 
costs of manufacture, taxes and duties on fuel, etc. The economics of 
air transport improves with higher utilisation and unit costs diminish on 
longer runs. Nevertheless, there is need for continuous study of key ele- 
nients of costs and for establishing effective systems of cost control and 
cpst reduction. 

6. Some aspects of the problem of management of domestic air services 
hive been recently investigated in a study of Physical and Financial Pro¬ 
graming in the, Indian Airlines Corporation undertaken by the Management 
Group of the Committee on Plan Projects, Planning Commission. The 
Management Group has also made a number of recommendations bearing 
on the existing system of long range planning, estimation of traffic, route 
analysis, preparation of capital budget, general and administrative costs, 
inWntory control, materials planning and other aspects of planning and con¬ 
trol of operations currently undertaken by the Indian Airlines. The Manage¬ 
ment Group study has not undertaken in any detail an examination of the 
fare and freight structure of Indian Airlines. The present structure is based 
on^ recommendations made in 1957 by the Air Transport Council, a body 
which was itself abolished in 1962. The Air Transport Council had recom¬ 
mended a pattern of what they described as Design ‘A’ fares for ail types 
of aircraft then in use. Certain improvements and adjustments were made 
in subsequent years, the last set of changes having been effected in 1963. 
It seems to us that the composition of the fleet, the scale and conditions of 
operation and several other factors have altered greatly as a result of the 
developments of recent years. Therefore, the present is an appropriate time 
to undertake a fresh review of the existing fare and freight structure, the 
principles of pricing followed as well as the system of cost and budgetary 
control employed by Indian Airlines, having regard specially to the pro¬ 
grammes of development envisaged for the Fourth Plan period. We would 
also recommend that while there might be marginal adjustments from year 
to year, as a matter of policy, these various aspects should receive fresh 
and systematic scrutiny on the part of the Corporation and the Government 
at regular intervals. 

7. The routes operated by an airline cannot all be equally profitable, and 
indeed a number of them may have to be worked at least for a period at 
a loss. Where uneconomic aircraft have to be employed, the disadvantages 
associated with particular routes are further accentuated. Traffic carried by 
Indian Airlines is classified at present into four main categories ; 

(1) Trunk routes, 

(2) Regional routes of (a) high density, (b) average density and 
(c) low density. 
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(3) Charter services and non-scheduled operations, and 

(4) Freighter operations. 

The trunk and regional routes operated by Indian Airlines comprise 138 
sectors, of which 27 account for 70 per cent of the passengers. Of these 
latter, only 18 showed a profit in 1963-64. The fohowing table shows 
passenger traffic density in 1963-64 : 



Table 4 

: Passenger 

traffic density 


4*ily passengers 

number 

of 

sectors 

route miles 

percent 

of 

route miles 

average 

daily 

passenger 

miles 

performed 

porceni. of 
passenger 
miles 

300 plus 

1 

712 

2 

226,400 

18 

200—300 

0 





100—200 

2 

1,130 

3 

171,752 

14 

50—99 

9 

5,082 

12 

387,848 

31 

30—49 

15 

5,541 

13 

215,181 

18 

10—29 

35 

9,496 

23 

163,286 

13 

Under 10 

76 

19,293 

17 

77,065 

6 

Total 

138 

41,254 

100 

1,241,532 

100 

e table shows that 

traffic density in the domestic air 

services is 

at present 


concentrated on comparatively few routes. From the aspect of profitability 
Indian Airlines divide their routes into four groups : 

(1) routes on which revenue exceeds operating costs; 

(2) routes on which revenue meets direct operating costs; but does 
not cover total operating costs; 

(3) routes on which revenue meets only variable direct operating 
costs but fails to cover indirect operating costs and overhead 
costs; and 

(4) routes on which revenue fails to cover variable direct operating 
costs. 

8. As a commercial undertaking, the Indian Airlines Corporation has to 
pay special attention to the more profitable routes. Although the Air Cor¬ 
poration Act now permits private parties to operate scheduled services on 
routes other than those served by the two national air lines, the main 
responsibility for ensuring that the different regions of the country are ade¬ 
quately served must fall on Indian Airlines. The existing network of services 
is relatively adequate in relation to trunk routes. These are operated with 
comparatively greater efficiency and provide a higher level of service than 
the regional routes. While steps are being taken by the Ministry of Civil 
Aviation to bring about improvements on many of the regional routes, civil 
aviation and communication facilities are admittedly deficient. Several new 




160 


TRANSPORT POLICY AND COORDINATION 


and growing centres of economic and industrial importance need to be better 
served, for instance, the industrial complexes of the coal-steel belt. Economic 
development in a number of regions in the country could be accelerated and 
their administration greatly facilitated if more adequate air services could 
te provided. Of these, the most important instance is that of the Assam 
region where a regional network of services based on the area itself is a 
priority requirement equally from the economic, administrative and political 
aspects. Large tracts in the country, specialty in Madhya Pradesh, Orissa 
and parts of Andhra Pradesh need to be served more effectively than at 
present. Similarly, as the air traffic survey undertaken in 1962 by the. 
National Council of Applied Economic Research showed, in the southern 
retgion also, there is scope for developing new sources of traffic. We suggest, 
therefore, a reappraisal by the Indian Airlines Corporation in consultation 
with the Government of the existing structure of air services. We are aware 
that the Air Transport Council (1957) and the Costs Stmcture Committee 
(1959) recommended the payment of a subsidy to the Corporation for 
operating essential but unremunerative services in the wider national interest, 
wthile this proposal was not accepted. Government agreed to grant an out- 
ri^t subsidy to wipe off losses incurred by the Corporation up to 1958-59 
and to treat one-half of the capital as equity capital and the balance as 
debenture capital on which payment of interest was to be waived up to 
October 1966. Beginning from 1959-60, the Corporation was able to 
break even. Therefore, the objectives of development and profitability 
wduld have to be carefully reconciled in the context of the present economic 
and industrial requirements and likely developments over the next few years. 

9. By its very nature, air transj)ort service offers somewhat limited scope 
for coordination with other modes of transport. Nevertheless, specially in 
the regions mentioned above, it would be desirable to study air transport 
requirements along with the requirements of other transport services so that, 
to the extent possible, plans of development could take such assessments 
into account. We realise that replacement of existing aircraft which may 
be icostly to operate and procurement of additional aircraft will take time. 
Nevertheless, if would be desirable to evolve a carefully worked out overall 
plan for the future development of domestic air services. Along with these, 
complementary civil aviation and aeronautical facilities will also need to be 
planned for. We also appreciate that, for a period, it would be necessary 
to take special steps to diminish possible losses. Fares and freights might 
vary in different regions. As a matter of policy, various measures may 
be necessary to assure the volume of traffic needed to facilitate economic 
operation. Composite cargo-pas^ngier services may be found feasible. 
Decisions of this nature must be taken by the Government as part of co¬ 
ordinated regional transport plans. 

10. The recent decision taken by the Government of India to set up a 
Civil Aviation Development Fund with an initial grant of Rs. 1 crore, from 
which it will be possible to subsidise the Indian Airlines Corporation for 
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operating services which are undertaken at the instance of the Government 
in the interest of tourist promotion or to meet the regional requirements of 
a particular area or for construction of air strips and provision of ancillary 
facilities for the operation of services in addition to those provided under 
the general programme of the Civil Aviation Department, should assist in 
developing services along the lines proposed above. We may add, however, 
that the introduction or discontinuance of a particular air service should in 
each case be considered in relation to the total transport requirements of a 
region and the requisite traffic and the possibilities of economic operation 
should be explored as far as possible through a coordinated scheme of 
development which encompasses all the principal modes of transport. As 
resources permit and favourable technological developments occur, over 
a period, the effort should be to introduce aircraft which can operate at 
low cost even over short distances. 

11. While on the subject of profitability of different routes, we would 
also suggest a re-examination by the Indian Airlines Corporation and the 
Government of existing arrangements for the operation and control of 
domestic air services at the regional level. It is realised that trunk air services 
account for about 70 per cent of the total revenue and there are limits to 
the regionalisation of services. However, if regional organisations were 
more adequately equipped and could serve as semi-autonomous and self- 
contained units for costs, profits, etc., there might be gains in performance 
both operationally and in economic terras. Taking Delhi, Bombay, Calcutta 
and Madras as the principal centres for regional operation, as recommended 
in the Management Group’s study, it would be appropriate also to separate 
headquarters costs from those of the Delhi, Bombay and Calcutta regions. 
Also, specially in the case of CaTcutta, in view of the difficulties of operation 
and other problems which have come into prominence more recently, there 
would be advantage in establishing a subordinate unit for operations witttin 
the Assam region. If need be, within the Assam region, the resources of 
private operators could also be pooled and utilised as part of a wider system 
under the control and direction of the Indian Airlines Corporation. 

12. In the past, when domestic air transport served only limited objectives 
and was confined mainly to trunk routes or some selected regional routes, 
it was not necessary to pay special attention to problems of coordination 
between air transport and other modes of transport. However, with the 
economic and industrial development now under way and that projected for 
the future, air transport will have a larger and more significant role. Ques¬ 
tions bearing on coordinated operations of air services along with other 
services will now call for closer study. More specially, in relation to the 
requirements of large parts of the country, such as the Assam region, the 
coal-steel belt and the southern region, the possible contribution of air 
transport to future development will have to be identified and provided for 
in future plans. Air services have a vital role in the promotion of tourism. 
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From this aspect we would stress the quality of service available, both on 
regional and on trunk routes, and the need to improve the existing travel 
facilities, transport, accommodation, catering and other conveniences, speci¬ 
ally outside the metropolitan centres. 



CHAPTER Xni 


MACHINERY FOR COORDINATING TRANSPORT PROGRAMMES 

AND POLICIES 

In the preceding chapters we have considered a wide range of problems 
affecting different transport services and have stressed at each point the 
importance of viewing these services as parts of a composite network to be 
developed in keeping with the changing and growing needs of the economy 
and the perspective of development over a period of years. In Chapter III 
we have set out at length the approach to problems of coordination, with 
special reference to rail and road transport and have developed the theme 
in some detail in subsequent chapters. In this chapter we consider what 
is perhaps the most difficult aspect of all, namely, the machinery, the orga¬ 
nisation and the instruments through which transport programmes and policies 
may be developed continuously along the lines indicated, given effect to 
and reviewed from time to time as part of a functioning system in which 
all the agencies concerned, both at the Centre and in the States, act as 
partners working within a framework of common policies and assumptions. 
We are aware that the gap between policy objectives and the practical means 
for fulfilling them may not be altogether bridged, and any machinery tltat 
may be devised must change and grow over a period until it becomes more 
adequate to the tasks entrusted to it and more capable of operating with 
knowledge of facts and understanding of problems affecting those who arc 
responsible for different services and with a degree of flexibility in dealing 
with changing situations. 

Policy Assumptions 

2. Before considering the scope for coordination and the machinery that 
may be appropriate, we may recall certain key propositions made earlier 
in the Report: 

(1) Planning for transport involves judgements concerning the distribu¬ 
tion of traffic between different modes of transport. On these judgements 
depend the quantum of resources devoted to the development of different 
services during any given period, the prices at which the services are made 
availaWe and the return on investment in the development of transport. 

(2) The central purpose of transport policy is to create such technical, 
economic and other conditions for the distribution of traffic between different 
modes of transport as will help ensure that facilities in each mode are 
dev«l 0 ped and operated in keeping with the requirements of traffic at 
minimum cost to the community. The essential condition is that the 
various transport services should be considered, both for policy and practical 
action, as a composite network in which to the greatest extent possible, each 

im 
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element is complementaiy to the rest. Only in this context does it become 
possible to apply investment and cost benefit criteria in the transport sector, 

(3) The first step is to arrive at a correct estimate of transport require¬ 
ments over a period of years in the total and in specific forms and locations. 
The allocation of traffic between alternative modes of transport has to be 
based on (a) carefully ascertained technical and economic data and projec¬ 
tions and (b) progressive approximation of rates to costs. The scheme 
of allocation of traffic for any period, for the economy as a whole as well 
as Ifor each region, and the investment plan for the transport sector and 
thejservices it comprises are essential ingredients in the plan of development 
and rest on the same foundation of facts and logic. 

1(4) For an effective scheme of coordination to be evolved, for instance, 
between rail and road transport, certain supporting measures must also be 
incorporated into the plan of development. These fall under three heads ; 
(a) fiscal measures and pricing policies, (b) regulation and (c) integration 
of organisation and operations. These have been considered fully in 
Chapters III, IV, VI, and VII. The aspects to which attention may be 
drawn here are: 

(i) Fiscal and pricing policies can assist in bringing about a rate struc- 
tureji within the transport industry which corresponds more closely to the 
social costs of providing different services, provided the latter are known 
with sufficient accuracy. For ascertaining costs there must be suitable ac¬ 
counting systems at each level in the industry permitting analysis of costs 
for specific flows of traffic. For accurate comparisons of costs on different 
modes of transport a common approach on questions of definition, criteria 
and methods of analysis has to be evolved between the authorities responsible 
for different services. 

(ii) Measures for regulation proposed in this Report are intended to 
assist the distribution of traffic between different transport services on eco¬ 
nomic consideration. They have to be applied increasingly on the basis 
of careful economic studies and estimates of demand for different services 
undertaken continuously and in a scientific manner. The existing machinery 
for regulation of transport, both at the Centre and in the States, is not 
adequate, and regulation is undertaken largely on an ad hoc basis, without 
sufficient knowledge of the quantum and composition of traffic or of compara¬ 
tive costs of operation or of the requirements of coordination from the stand¬ 
point of the economy as a whole. Policies adopted at present for the taxation 
of commercial transport are not related to the scheme of regulation. The 
road transport industry itself is not organised on a sound commercial basis, 
nor are there representative associations which can support public policies, 
maintain standards, assist small operators and protect the interests of users. 

(^i) Having regard to the present structure of the road transport in¬ 
dustry and the fact that, apart from a leavening of public undertakings and 
of organised commercial enterprises, the industry will continue substantially 
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as a private industry, mainly composed of small units; there are nevertheless 
some directions in which it should be possible to develop integrated opera¬ 
tions between rail and road services to the mutual advantage of both. 

Scope of Coordination 

3. It is essential to devise suitable machinery within the Central Gov¬ 
ernment as well as at the State level for carrying out the policies outlined 
in our Report and, more specially, for assessing the volume and composi¬ 
tion of traffic, coordinating investments, obtaining data on relative costs, fares 
and freighte, proposing from time to time appropriate fiscal measures and 
pricing policies and changes in the scheme of regulation and promoting 
greater integration between difierent services. In considering the nature 
of the machinery that may be required for achieving coordination of transport 
in its various aspects, it is useful to distinguish three different but related 
concepts, namely, ‘planning’, ‘coordination’ and ‘operations’. ‘Planning’, 
involves, in the first place, determination of the volume, composition and 
phasing of investments in different transport services over a period, which 
may the period of, say, a Five Year Plan, or even a longer term. 
Investment decisions have to be taken by the Government specifically and 
in detail in respect of services provided by public undertakings. Similar 
decisions have to be taken by private agencies engaged in providing transport 
services. To facilitate these decisions, public policy and plans formulated 
by Government provide a broad framework within which private agencies 
can largely determine their own action. It may be that in some fields, as 
in shipping, the role of public policy and of measures by which it is supported 
may be quite decisive even for the plans of private parties. The second 
aspect of ‘plaiming’ consists in the formulation in broad terms of policies 
and measures by which investment decisions, to be taken by Government 
and Government undertakings as well' as by private agencies, are to be 
given effect. As distinct from ‘planning’, the concept of ‘operations’ 
would refer to the actual running of a service or undertaking within 
the general system provided by the scheme of ‘planning’ and ‘coordination’, 
which together constitute the substance of a national policy for transport. 

4. Action by way of ‘coordination’ lies between ‘planning’ at one end 
and ‘operations’ at the other. The principal tasks to be undertaken by 
way of coordination may be said to be: 

(a) to study from time to time the relative costs of providing different 
transport services and Government’s fiscal and pricing policies 
and related fare and freight structures, having regard to the 
scheme of allocation of traffic under the approved plan of 
development; 

(b) to propose measures for correcting imbalances between avail¬ 
ability of transport and the requirements of the economy in 
respect of different modes of transport both in the aggregate 
and in different parts of the country; and 
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(c) to suggest specific measures for the regulation of transport in 
pursuance of principles and policies approved by Government, 
including traffic envisaged for different services. 

This may be taken as a broad sfatement of the scope of coordination. 
As stated earlier, coordination is necessarily in the nature of an approach, 
a progressive approximation, and it may be only after considerable practical 
experience has been gained and a body of accurate economic and statistical 
information has accumulated that an adequate degree of coordination between 
different services, specially in relation to particular regions and particular 
commodities may take the shape of a functioning system. Efforts should be 
mMe to devise machinery which may, over a period, succeed in attaining 
suph coordination, but the task is admittedly difficult. 

5. For planning, the necessary machinery already exists to a large extent. 
The Planning Commission, acting in close cooperation with the Central 
Ministries concerned and the States, formulates plans which, on receiving the 
approval of the Central and State Governments and of Parliament, are 
iinplemented by the administrative and other agencies concerned. Informa¬ 
tion and data required for planning flow ultimately from information which 
arises in the course of ‘operations’ and is utilised for actual implementation. 
Tl^ere is considerable scope for improving such information and for processing 
it So that it serves more readily the requirements both of better management 
and of better coordination and planning. In Chapter XIV we offer sugges¬ 
tions for organisation and collection of data on traffic flows and trans¬ 
port costs. Such data have to be further supplemented by special technical 
and economic studies. A begmning in this direction has been made through 
the setting up three years ago of a Joint Technical Group for Transport 
Planning, which is at present staffed by personnel drawn from the Planning 
Commission and the Ministries of Railways and Transport, and is intended 
to assist all the agencies concerned with transport in the study of problems 
of common interest. The Joint Technical Group functions under the aegis 
of the Planning Committee for Transport, which has the Member of the 
Pl 2 |nning Commission concerned with Transport as Chairman and includes 
the Secretaries of the Ministries of Railways and Transport as well as of 
the other Ministries concerned. The Group has been engaged in studies 
relating to transportation requirements of major commodities, has initiated, 
in cooperation with State Governments and the Ministries of Railways and 
Transport, a series of regional transport surveys ,and proposes to undertake 
studies of comparative costs for different media of transport under given 
situations as well as studies of industrial location in relation to transport. 
The results of these studies are expected to contribute significantly towards 
the formulation of the transport plans of the Central as well as State Govern¬ 
ments and to help in drawing up a long-term transportation plan for the 
country as a whole. Progressively, the Joint Technical Group is equipping 
itself for the study of relative costs and of fare and freight structures and 
of such other aspects as may assist in achieving greater and more precise 
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planning and coordination within the transport sector. Whatever machinery 
may be set up for securing coordination at the nationai level, in the Joint 
Technical Group, which is at present concerned with studies relating to pre¬ 
paration of long term transport plans, there exists already the nucleus of an 
organisation which can be developed further for providing the continuing 
economic and statistical appraisals needed for effective coordination in the 
field of transport. 

6. As stated above, data needed for coordination and planning of trans¬ 
port will, in the main, flow from information which is thrown up in the 
course of operations undertaken by various transport agencies, both public 
and private. While there is necessarily a great deal of scope for improving 
such current information and enhancing its value for the wider objectives 
of coordination and planning, it is important to stress the distinctive place 
of ‘operations’ in the organisation of transport. The machinery for operat¬ 
ing a transport service lies within each appropriate executive agency. The 
responsibility of each agency for implementing its programme of develop¬ 
ment, maintaining its services and, in general, achieving efficient management 
cannot be too greatly stressed. Corresponding to this responsibility, there 
must be a large measure of freedom and autonomy and any interference in 
the name of coordination or planning in the actual operation of a transport 
service must be sedulously avoided. This is not to say that within each 
operating agency there will not be need for continuous efforts to raise the 
level of efficiency, to set higher norms of productivity, to build up surpluses 
for further development and to adopt appropriate pricing and other policies. 
In a large measure, these are matters to be determined by each agency for 
itself although, in their wider aspects, they are also an important element in 
planning at the national and State level. 

7. We have referred above to the nature and machinery for ‘planning’ 
and for ‘operations’ and have drawn attention to the fact that, while the 
data required for planning and coordination may need to be supplemented 
by special technical and economic studies, in the main they will flow from 
current operations. In any given period ‘coordination’ for transport as de¬ 
fined earlier has to be achieved in the following principal contexts : 

(a) between the network of transport services taken together and 
the requirements of transport for the economy as a whole; 

(b) between different transport services inter se and, more specially, 
between— 

(i) rail and road transport, 

(ii) rail, road and inland water transport and 

(iii) rail and coastal sea transport; 

(c) within the Central Government, between the Ministries concerned 
with transport and problems of policy affecting transport; 

(d) between the Centra! Government and each of the State Govern¬ 
ments; and 
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(e) within each State or region, between different transport seiwices, 
specially rail, road, inland water transport and ports. 

In a sense, these are different facets of a common problem which arise in¬ 
evitably as between various modes of transport and at different levels within 
the national economy. Special attention has been drawn above to those 
transport services which could frequently get out of step with one another 
and would, therefore, call for deliberate measures and policies for achieving 
coordinated and complementary action on a continuing basis. There are 
other transport services such as ports, air transport and shipping in relation 
to which, in the main, coordination is best achieved through the planning of 
investments to meet the requirements of the economy as a whole. However, 
from time to time, even in respect of these services, there will be specific 
problems which will call for closer study of costs, fare and freight structures 
and related policies. These problems will fall within the purview of whatever 
machinery is set up at the national level for achieving cowdination of 
transport. 

Some General Considerations 

8. The question of devising suitable machinery for coordination has to 
be considered from two different angles. Firstly, for any given transport 
service, there has to be coordination at different levels in the economy or 
in the administrative structure of the country. Thus, for roads and road 
transport, there should be close coordination between the Central' and the 
State Governments. There should also be coordination between them in 
respect of the operations of major ports, which are directly the concern of 
the Central Government, and those of intermediate and minor ports, wMch 
are under the administration of State Governments. Each coimected group 
of major and intermediate and minor ports should function as a system in 
which the role of each unit is clearly envisaged. Secondly, taking different 
transport services together, there should be a coordinated approach between 
them (a) for the country as a whole and (b) for different regions and States. 
Responsibility for securing coordination should follow the levd at which the 
appropriate authority functions. Thus, in the field of transport, the overall 
responsibility of the Central Government is a necessary condition of planned 
and coordinated development. The Central Government is in a position to 
see the picture as a whole in relation to the present and future needs of 
the economy and to integrate with these the requirements of national defence. 
It can provide an appropriate framework of policy—economic, social and 
legal—^within which State Governments may undertake development in the 
spheres assigned to them and ensure the necessary coordination between 
different transport services. 

9. Within the Central Government, three main agencies are at present 
responsible for providing transport services—the Ministry of Railways, the 
Ministry of Transport and the Ministry of Civil Aviation.^ In principle, it 
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is possible that functions entrusted to these three Ministries could be assigned 
to a single Ministry in charge of Transport. Such a Ministry would then 
be called upon not only to operate a variety of transport services now ad¬ 
ministered by several different agencies, such as rail transport, air transport, 
shipping and ports, but also to secure the necessary coordination with State 
Governments, for instance, in road development, road transport, inland water 
transport, etc. Too often, the problem of transport tends to be seen in 
terms of separate modes of transport. As we have repeatedly stressed, the 
various media of transport have to be viewed as a composite net¬ 
work, as a total service to be provided in adequate quantity and at a level 
of eflSdency in keeping with the growing requirements of the national economy 
as well as the economies of different regions. In other words, the problems 
of coordination of transport go far beyond the limited issue whether, at the 
national level, all transport services should be assigned to one Ministry or 
to more than one Ministry. It is true that a number of administrative 
probltems affecting coordination of transport could be resolved more swiftly 
if one Ministry were to be made responsible for all media of transport at 
the national level and were able to take a total view of the requirements of 
the ectmomy and to plan for them accordingly. At the same time, for a 
single Minister to bear responsibility for so large a segment of the national 
economy would be an extremely heavy burden to carry, and the organisa¬ 
tion under his control would have to be most complex and elaborate. In 
fact, there would be need for special arrangements for achieving coordina¬ 
tion on a continuing basis whether one Ministry were held responsible for 
all transport services or various modes of transport were assigned to different 
Ministries. In this sense, the problem of creating suitable machinery for 
the coordination of transport and equipping it adequately with resources in 
personnel for reviewing relative fare and freight structures, bringing together 
data on costs, framing policies for the regulation of transport and anticipating 
and correcting short-term imbalances is a distinctive one. It is against the 
background of these general considerations that we make our specific pro¬ 
posals for establishing what may be regarded as the minimum machinery 
needed for achieving coordination of transport programmes and policies. 

Recommendations Concerning Machinery For Coordination 

10. Recommendations tonceming machinery for coordination in the 
field of transport may be grouped under two main heads, namely arrange¬ 
ments at the national level and arrangements at the State level. Under 
each head we envisage establishment of certain new agencies as well as 
strengthening and re-organisation of existing agencies. 

11. Machinery at the national level .—At the national level, coordina¬ 
tion of transport programmes and policies is secured partly through invest¬ 
ment and other decisions taken in the context of Five Year and Annual plans 

^Subsequent to the completion of our Report, on January 24, 1966 the Ministries 
of Transport and Civil Aviation were merged into a new Ministry of Transport, Aviation, 
Shipping and Tourism. 
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aad partly through inter-departmental consultations. From time to time,, 
important matters of policy are considered by the Cabinet or by a Committee 
of the Cabinet. There is, however, no standing machinery for coordination 
of transport within the existing structure of the Central Government. 

12. For any coordination machinery to function effectively, the first 
condition is the building up of an organisation capable of undertaking indepen¬ 
dent studies and economic appraisals, providing data on relative costs and 
following up decisions with authorities responsible for implementation. The 
npcleus of such an organisation is now available in the Joint Technical Group 
for Transport Planning. We recommend that this unit should be streng¬ 
thened and equipped adequately for undertaking studies and collection of 
dap required for coordinating development programmes and rating policies 
in respect of different modes of transport. 

13. The Joint Technical Group for Transport Planning at present func¬ 
tions under the direction of the Planning Committee on Transport, which 
hicludes the Secretaries of the Ministries of Transport and Civil Aviation and 
Chairman, Railway Board, as well as Secretaries concerned with industrial 
and mineral development. The Member of the Planning Commission con¬ 
cerned with Transport serves as Chairman of the Committee. We recom- 
meijid that the Plamiing Committee on Transport should be reconstituted and 
should function as the Transport Planning and Coordination Committee. It 
should consist of the Member of the Planning Commission concerned with 
Tramport as Chairman, and have as members the Secretaries of the Ministries 
of Transport and CivU Aviation, the Chairman of the Railway Board, the 
Secretaries of the Department of Coordination in the Ministry of Finance, 
Planning Commission, Ministry of Industry & Supply and the Department of 
Mines & Metals in the Ministry of Steel and Mines and the Chairman of the 
Inter-State Transport Commission. The Joint Technical Group for Trans¬ 
port Planning should serve as the Technical Secretariat of the Transport 
Pla nnin g and Coordination Committee. The Committee should meet at 
regu|ar intervals and consider reports and studies prepared by the Joint 
Technical Group and research organisations in the Ministries of Railways, 
Transport and Civil Aviation as well as in the States. 

14. In most matters, the Transport Planning and Coordination Com¬ 
mittee may be expected to reach agreed decisions but there will be issues 
which the Ministries will wish to place before the Cabinet or before a Cabi¬ 
net Committee. To facilitate consideration of important questions of policy and 
to provide guidance from time to time to the Transport Planning and Coor¬ 
dination Committee and to the Ministries, we suggest that the Prime Minister 
may constitute a Committee of Ministers, consisting of the Ministers incharge 
of Railways, Transport and Civil Aviation, Minister of Industry, Minister of 
Plannjing, Minister of State in the Ministry of Finance and the Member of 
the Planning Commission in charge of Transport. The Prime Minister may 
appoint a member of the Committee to serve as Chairman. It should be 
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mentioned that the composition suggested here for the Committee of Minis 
ters is on the basis of the present set up of the Ministries. 

15. The, existing agencies for development and coordination at the 
national level include the National Harbour Board and the Transport Deve¬ 
lopment Council, the latter being supported by the Advisory Committee for 
Roads and Inland Water Transport. The National Harbour Board i.s 
presided over by the Union Minister of Transport and includes Ministers 
from the States as well as representatives of major ports. The Advisory 
Committee for Roads and Inland Water Transport includes a few official 
representatives from the States as well as individuals representing private 
interests engaged in road transport and inland water transport. Its recom¬ 
mendations are placed before the Transport Development Council, which is 
presided over by the Union Minister of Transport and is composed of State 
Ministers incharge of Roads, Road Transport and Inland Water Transport. 
The Transport Development Council was set up in August 1958 as a high 
level body to advise the Government of India on matters of policy relating 
to roads, road transport and inland water transport. The Council has served 
as a useful forum for the consideration of common problems affecting the 
developm^pt specially of those sectors of transport which fall within the plans 
of States. In relation to these it has done much to help evolve a consensirs 
from the point of view of the country as a whole. 

16. The existing arrangements for coordination of transport programme .1 
and policies at the Centre will be strengthened through the setting up of the 
proposed Committee of Ministers and the Transport Planning and Coordina¬ 
tion Committee supported by a Technical Secretariat jointly established and 
maintained by the Planning Commission and the Ministries concerned. There 
are, however, important directions in which a national transport policy 
encompassing all modes of transport, cannot be evolved, much less imple¬ 
mented in detail, without complete coordination between the Centre and the 
States. In a federal structure such coordination has to be based, in the last 
analysis, on common objectives and on plans of development formulated 
after full consultation and based on careful study of needs and problems. 
To secure an adequate measure of coordinated action by way of implementa¬ 
tion, the necessary machinery should exist and should be in a position to 
function continuously and with the support of the Centre and the States 
These considerations have led us to recommend the setting up of the Council 
for Transport Coordination. This body would be concerned with the general 
and overall problems of coordination and, besides reviewing implemeatation 
of measures and policies pertaining to the coordination of transport, would 
provide direction and guidance to the road transport industry and other 
interests as well as advise on programmes of studies to be undertaken by the 
Joint Technical Group for Transport Planning, by research organisations in 
the Ministries and technical units established in the States. TTie Council 
would be composed of members of the Committee of Ministers on Transport 
at the Centre and State Ministers in-charge of Transport and Roads. As 
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we see it, the Council for Transport Coordination would supplement and 
carry further the work of the Transport Development Council, specially in 
fields where larger considerations of policy demand unified action between 
the Centre and the States and problems of the transport sector as a whole 
have to be considered in their wider setting. The Chairman of the Com¬ 
mittee of Ministers would serve as Chairman of the Council for Transport 
Coordination. The three organisations proposed above, namely, the Trans¬ 
port Planning and Coordination Committee, the Central Committee of 
Mimsters on Transport and the Council for Transport Coordination may be 
set up under a Resolution of the Government of India in the Cabinet Secre¬ 
tariat. 

17. At the operational level, in accordance with our recommeodatioos, 
the Inter-State Transport Commission, constituted under the Motor Vehicles 
Act, 1939 (as amended in 1956), would be responsible for determ ining the 
requirements of mechanised motor transport on inter-State routes, preparing 
plans for meeting these requirements, coordinating these with the road 
transport plans in the States and, generally recommending measures and 
policies for achieving coordination of road transport with the railways and 
other modes of transport. We have also propo^ that the Inter-State 
TrMsport Commission should be strengthened through the appointment of 
a full-time Chairman drawn from public life and the provision of adequate 
staff for maintaining information and studies concerning road transport 
throughout the country and pursuing such administrative action as may be 
nepessary. We have also suggested the redesignation of the Inter-State 
Transport Commission as the Inter-State Road Transport Commission. 

18. McKhinery for coordination at the State level .—In the scheme of 
coordination for road transport which we have proposed, the broad line of 
distinction is between inter-State road traffic and intra-State road traffic. 
Corresponding to this, responsibility for coordinating road transport within 
a State would devolve on the State Transport Authority. Since an overall 
view has to be taken of the requirements of road transport in terms of flie 
intfcgrated development of transport facilities. State Transport Authorities 
should function increasingly on the basis of systematic assessment of require¬ 
ment for road transport made by them and, for the country as a whole, by 
the Inter-State Road Transport Commission. On wider questions bearing 
on policy and coordination, the Transport Planning and Coordination Com¬ 
mittee at the Centre could provide a measure of support to the State Trans¬ 
port Authorities. 

19. At present there is some kind of overall transport plan for the 
country as a whole, but nothing in the nature of an integrated transport plan 
is drawn up for individual States or regions. Planning for road and road 
transport development in the States takes place without adequate assess- 
mejnt of requirements for transport as a whole in relation to the growth of the 
re^onal economy and without deliberate coordination in relation to other 
means of transport, specially the railways, inland water transport and ports. 
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Consequently, at the State level, the economic and statistical data on which 
the plans of agencies concerned with road development and rail and road 
transport development are based cannot be said to be adequate. If a 
systematic body of information were available and there were closer coordi¬ 
nation between States, the Zonal Railways and the port authorities, it would 
be possible to formulate in relation to each State fully coordinated develop¬ 
ment plans for all modes of transport in relation to economic and industrial 
programmes and the long-term perspectives of development. To facilitate 
this we recommend that each State Government should constitute a State 
Advisory Transport Board. Besides the principal agencies of the State 
Government, such as the Road Planning Board, the State Transport Autho¬ 
rity, the Transport Commissioner or Secretary of the Transport Department 
and the Development Commissioner, others to be represented on the Boiard 
might be the General Managers of the main Zonal Railways, the Chairman 
of the Port Authority of the Major port (if one exists in the State) iind 
{jersons drawn from the road transport industry, both public and private. 
State Advisory Transport Boards are expected to give material help in the 
formulation and review of composite transport plans for the Fourth md 
Fifth Plan periods which, it is hoped, will emerge as a consequence of the 
regional transport surveys which are now under way in different parts of the 
country, 

Research and Training in Transport 

20. In concluding our recommendations concerning the setting up of 
an adequate machinery for coordinating transport programmes and policies, 
we feel the need to look beyond the question of organisation to the kind 
of facts and analyses which will be needed in the future and the outlook and 
training which it will be necessary to impart to those who have to view the 
transport system and its problems as a whole. It is not generally realised 
that the field of transport studies has remained comparatively neglected, not 
only within the agencies concerned with different modes of transport, but 
also, in its general aspects, in the universities and in research institutions. 
For most of the regional transport surveys which are now being undertaken 
personnel has been drawn from the railways and the States. The principal 
research institution which has been able so far to give a significant lead in 
relation to transport studies is the National Council of Applied Economic 
Research, which accepted responsibility for regional transport surveys in 
Madras, Kerala and Mysore and has also initiated other studies. Two pro¬ 
mising developments which have occurred are the constitution by the 
Research Programmes Committee of the Planning Commission of a Commit¬ 
tee on Transport Research and the transport survey of the Punjab, Himachal 
Pradesh and Delhi region which the Punjab University are at present under¬ 
taking. The work on commodity studies, now being undertaken by the 
Joint Technical Group for Transport Planning, is comparatively new, but 
useful experience is being built up. There are aspects of transport research, 
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such as studies of transport costs and cost-benefit appraisals of transport 
projects, for which qualified personnel have yet to be trained and problems 
of methodology and data will need careful investigation. We have, there¬ 
fore, come to the conclusion that to stimulate transport research and studies, 
both within the Government and the universities, it would be desirable to 
promote the development of a Centre for Transport Research and Training. 

21. Such a Centre could be set up as a non-government institution 
fuUy supported by the Planning Commission and the Ministries of Railways, 
Transport and Civil Aviation and Finance and also the States. The Centre 
should undertake research into the basic problems of long-term transport 
de^^elopment, including studies of comparative costs, and should assist the 
Central Ministries and the States, in undertaking special investigations and 
surveys. It should provide facilities for work and training to persons drawn 
from Central and State organisations concerned with different transport 
services, from the road transport and other transport industries and from 
universities. The ‘Centre for Transport Research and Tr ainin g could be 
set up by itself or as an extension of an appropriate existing organisatioa 
such as the Institute of Rail Transport. After it has made some headway, 
the Centre could provide not only intensive training courses for specialised 
personnel engaged in or required for research in transport problems, but 
alsoi shorter orientation courses for senior personnel drawn from the 
railways, from road transport organisations, port administrations, shipping 
and major industrial projects. In due course, the work of the Centre should 
come to exert increasing influence on the quality of data available for plan¬ 
ning and coordination and on methods of planning in the transport sector. 
There is much to be gained if, increasingly, different modes of transport 
can be seen in their mutual relationships in the context of inter-dependent 
growth and as a composite transport system serving a rapidly developing 
economy, rather than as distinct and isolated services, as has happened too 
frequently in the past. A detailed project on these broad lines should be 
drawn up by the Transport Planning and Coordination Committee in 
consjiltation with the Planning Commission and the Ministries concerned 
and provided for as a specific scheme in the Fourth Five Year Plan. 
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ORGANISATION AND COLLECTION OF DATA ON TRAFFIC 
FLOWS AND TRANSPORT COSTS 

In the discussion in this Report of prob!em5 of planning and coordination 
of different transport services the need for two sets of key data has emerged 
repeatedly. These relate to traffic flows and transport costs.* The object 
of this Qvapter is to suggest the first phase of a programme for obtaining 
these data in a systematic manner and on a continuing basis and the organi¬ 
sation through which the task may be accomplished. In the light ol expe¬ 
rience, a more comprehensive scheme of work can be evolved and the orga¬ 
nisation strengthened further. 

2. Deficiencies in respect of essential data concerning movements of 
commodities and the costs to operators of different transport services as well 
as costs to the economy are by no means peculiar to India. Several inves¬ 
tigations in India as well as in other countries have drawn pointed attention 
to them.* 

Knowledge of the quantities of various categories of goods moving by 
different modes of transport is a pre-requisite for any considered scheme of 
allocation of traffic. Given these data, it is possible to examine in relation 
to operating costs as well as social costs how best the anticipated traffic 
could be distributed between different modes of transport in given 
regions as well as in the country as a whole. Even though the process may 
be a gradual one, there is general recognition that an allocation of traffic 
nearer the optimum is more likely to be achieved if the prices of different 
transport services are adjusted with reference to their social costs, and 
benefits.® In the case of rail transport, it has been envisaged that, wliile 
allowing for its special characteristics and obligations, rail rating policies 
would move steadily in the direction of the principles discussed earlier.* 
A similar approach has to be applied in other transport services, though the 

1 See Chapter III: paragraphs 5—13, 17—27; Chaptsr IV: paragraphs 31—34, 
38- Chapter VIII: paragraph 15; Chapter IX: paragraph 12; Chapter XI: paragraphs 
\~ 5 , 7; Chapter XII; paragraphs 5—6; and Chapter XIII: paragraphs 4—7, 13, 20-21. 

*. See 

For India; The Report of the Freight Structure Enquiry Committee (1958) pages 

79 _ 81 and India Coal Transport Study (1964) Vol. Ill, pages 196—208 and 

Appendix ‘D’ pages 1—15 and 34—44; 

For Australia : Report of Committee on Transport Economic Research relating 
to road and rail transport (1-958) Part II, paragraph 174; 

For Canada: Royal Commission on Transportation (1961), Vol. II, pagesl69—175 
and Vol. Ill (1962) pages 411—425; and 

For U.S.A.; Federal Transportation Policy and Program (1960) pages 9—10. 

3. See Chapter III; paragraph 21. 

4. .See Chapter IV: paragraphs 32—33. 
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special features of each mode of transport have always to be borne irr 
mind. The conclusion to be stressed is that for achieving a rational alloca¬ 
tion of traflSc and, therefore, a plan of investment in the interest of the 
economy as a whole, it is of the greatest importance to obtain accurate infor¬ 
mation regarding the demand for the movement of commodities by different 
modes of transport and the relative costs of carrying them. Without these, 
it is not possible to work out pricing policies which may be justified on 
economic criteria or to know fully the implications of pricing policies which 
may in practice be followed. 

3. Pricing policies are essentially a tool for giving effect to the scheme 
of planning and coordination of transport. It will be recalled that the tasks 
to be undertaken by way of coordination include, specifically, the study 
from time to time of the development of demand, relative transport costs for 
different modes of service. Government’s fiscal and pricing policies and the 
related fare and freight structures, having regard to the scheme of allocation 
of traffic under the approved plan of development.^ Further, to know the 
cost at which a given service is being provided is a necessary step in con¬ 
trolling costs, in other words, in ensuring efficiency of management. Given 
control over costs and appropriate pricing policies, the transport sector could 
itself mobilise a large proportion of the resources needed for further deve¬ 
lopment. The influence of transport costs on the location of many industries 
is also an aspect of great importance in industrial planning. Unless it 
becpmes possible to establish and compare costs for given flows of traffic for 
diffbrent modes of transport, the essential objective of transport policy, 
namely, to develop the various modes as complementary services in such 
proportion and combinations as will meet the total need of the community 
at a minimum cost to the economy, cannot be secured. As stated earlier, 
it is essential also to view this central objective in the contest of growth, 
more specially of changes in volume and composition in the services needed 
by die economy from period to period and, having regard to technological and 
other changes, the costs at which these services can be provided.^ 


Traffic Flows 

4. Lacune in data relating to movements of commodities are necessarily 
far more serious in relation to road transport than for rail transport. At an 
early stage of its work, the Committee on Transport Policy and Coordination 
found it necessary to arrange for a special survey of road traffic along six 
important routes, the results of which are given in Appendix 3. Appendix 4 
contains the results of a survey undertaken in 1963 by the Ministry of 
Transport of goods traffic on sixteen long distance trunk routes. Estimates 
of rpad traffic for 1962-63 and forecasts for 1970-71 for five major 

iSee Chapter XIIT. paragraph 4. 

2See Chapter III: paragraphs 1—3. 
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commodities—iron ore, limestone, cement, petroleum products and coal— 
have been prepared by the Joint Technical Group for Transport Planning and 
are sent out in Appendix 5. Thus, apart from traffic surveys undertaken in 
the States in connection with road development programmes and data which 
are at present being gathered for the first time through the work of the Joint 
Technical Group for Transport Planning and the regional transport surveys 
in different parts of the coimtry, the information available at present regard¬ 
ing movements by road is extraordinarily scanty. 


5. Data concerning movements of commodities by rail are available in 
the Statistical Supplement to the annual ‘Report by the Railway Board on 
Indian Railways.’ These provide information on the movement of principal 
commodities by broad gauge, metre gauge and narrow gauge and for diffe¬ 
rent Zonal Railways in terms of tonnes originating and carried, net tonne 
kilometres and average lead. Traffic densities for different sections on the 
Zonal Railways arc also available. Beyond these, if it is sou^t to establish 
the quantum of movement by commodities along a specific route or section, 
the information needed has to be processed afresh from primary data. With 
the mechanisation of traffic accounts and statistics on the Indian Railways 
and the simplification of procedures now in progress it shotild become rela¬ 
tively easier in the future to obtain such data both more speedily and at 
regular intervals. 

6. The Joint Technical Group for Transport Planning is at present 
engaged in estimating future transportation requirements for 15 major com¬ 
modities. The survey extends to all modes of transport and covers the 
year 1962-63 with estimates for 1965-66, 1970-71 and 1975-76. The 
commodities selected for these studies arc : 


1 coal 

2 products of steel plants 

3 cement 

4 iron ore 

5 limestone 

6 petroleum oil products 
T manganese 

8 fertilizers 


9 salt 

10 foodgrtins 

11 sugar 

12 raw jute 

13 raw cotton 

14 tea 

13 timber and timber products 


This programme of work is expected to be completed by the end of 1966. 
As a result of these investigations, a great deal of new and valuable informa¬ 
tion regarding traffic flows in relation to important commodities will beoane 
available. It will also be possible to iden^ these traffic flows where pro¬ 
blems of coordination between different modes of transport have important 
[)olicy and economic imifiications and, therefore, call for closer study of 
relative transport costs. 

7. Side by side with information on traffic flows yielded by commodity 
itudies, a considerable body of information is also becoming available from 
he r^onal transport surveys which are now in progress. These surveys 
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form part of . an all-India programme which includes the following specific 
surveys ; 

(a) Regional transport surveys of Madras, Mysore and Kerala by 
the National Council of Applied Economic Research, supported 
by Survey Units appointed by the State Governments of Mysore 
and Kerala. The survey for Madras has been recently com¬ 
pleted. The work done will now be carried further. 

(b) Regional transport survey for the Eastern Region, including the 
States of West Bengal, Bihar and Orissa and the adjoining 
districts of Madhya Pradesh and Andhra Pradesh, by a team 
constituted by the Joint Technical Group for Transport Plaik- 
ning with which specialists provided by the World Bank are 
also associated. The team is supported by State Units appointed 
by the State Governments. 

(c) Transport survey of the Punjab, Himachal Pradesh and I>elhi 
region by the Punjab University, supported by Survey Units in 
the Punjab and in the Union Territories. 

(d) State transport surveys in Maharashtra, Andhra Pradesh, 
Uttar Pradesh, Madhya Pradesh, Rajasthan, Gujarat, Assam 
and Jammu & Kashmir by State Survey Units working in 
collaboration with units under senior Raii'way officials provided 
by the Ministry of Railways. 

The regional transport surveys involve enquiries into all aspects of trans-. 
port, including railways, roads, road transport, inland water transport mid 
ports as well as studies of the growth of the regional economy, investigations 
in the transport requirements of large industrial projects and major cons¬ 
truction projects as well as studies of the growth of the regional economy 
during the Fourth and Fifth Plan periods. For the purpose of ascertaining 
flows of traffic and relating them to available capacities, each of the regional 
transport surveys defines certain focal points. These are defined as points on 
the railway system or on the road system where a substantial volume of 
traffic originates or terminates. Thus, for instance, within the Eastern 
Region, highway traffic flows are being studied with reference to 60 focal 
points. The regional transport surveys also make use of the concept of 
‘section’, a road section being defined as a stretch of road connecting any 
two consecutive focal points or a focal point with another road section and 
a rail section being defined as a portion of the railway line connecting two ; 
omsecutive engine changing stations or yards. On the basis of data cott- ' 
ceming traffic flows between focal points on different sections, it is possible 
to build up a picture of movements of principal commodities within different 
regions as well as for the country as a whole. For the purpose of the 
regional surveys, movements of more than 40 commodities are being studied 
but, for the country as a whole, as mentioned earlier, 15 major commodities 
are being kept in view. It is expected that information concerning move- 
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mentsfjf commodities'which'Uie series of studies now imder way will throw 
up will also help establish areas in which it will be useful to undertake the 
study of costs of providing additional capacities by alternative modes or 
combinations of modes of transport as well as relative transport costs of 
operating different services. 

8. While commodity studies and regional transport surveys will provide 
information of value for the planning of transport in the immediate future, 
these studies have also a wider objective, namely, the drawing up of a long¬ 
term transportation plan for India as a whole, which will encompass all 
modes of transport and will embody a number of regional transportation 
plans. Where a region comprises more than one State or territory, for each 
such unit, there will be a coordinated transportation plan in sufficient detail 
to facilitate decisions concerning investment and allocation of traffic and pric¬ 
ing decisions. In the work of the Joint Technical Group for Transport Plann¬ 
ing it has been envisaged that with the preparation of each Five Year Plan, 
opportunity should be taken to review progress, collect afresh the basic data 
needed and project the long-term transportation plan for a further period of 
ten or fifteen years. It is expected that the studies now in progress will 
enable die Central Ministries concerned, in cooperation with the Planning 
Commission and the States, to implement with fuller knowledge of detail 
and to elaborate further plans formulated for the development of transport 
for the Fourth Plan period. They should also assist the Planning Commis¬ 
sion and other agencies in working out a broad plan for the period 1971-76, 
sufficient at least to facilitate some of the basic decisions, and perhaps also 
to suggest certain guidelines for the period 1976-81. On the basis of the 
work already initiated, we propose that the Government of India should 
organise an all-India transportation survey at five-yearly intervals. We ' 
would suggest that the survey should collect data for the last year of each plan 
period. It should take advantage of all available data and should be 
undertaken as far as possible through existing research organisations in tho 
Central Ministries and in the States.. TTie help of research organisations 
outside the Government should also be taken. The detailed scope and 
methodology of the survey will need to be considered carefully in the light 
of the experience gained in commodity studies and the regional transport 
surveys. We believe that such a survey of transportation, covering all modes 
of trans]>ort and undertaken at regular intervals, will be of great value in the 
p lanning and development of transport as Well as in projecting the long-term 
transportation requirements of the country and of different regions. 

Appraisal OF Transport Costs 

9. In comparison with industry, so .far the study of costs in the transport 
sector has not received adequate emphasis. This is partly because, in some 
aspects, transport services are provided by comparatively small and dispersed 
units. Historically, the Railways, which account for the bulk of transport, 
have based rating policies on the principle of charging what the traffic will 
bear rather than with reference to the costs of services provided by them. 
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Again, organisations like ports provide a service in the nature of a monopoly. 
Several State road transport undertakings also operate under monopoly 
conditions. Ilius, until recently, on the whole there were no strong com¬ 
pelling factors in favour of organising accounts and statistics so as to yield 
detailed cost data and facilitate cost control. However, the impcMtancc of 
establishing accurate data on costs is now increasingly recognised. 

10. In our discussion on Ports, we have stressed that costs (rf various 
services rendered by port authorities should be known precisely and that port 
charges should be related to costs. In the Chapter on Air Transport, we 
haye referred to costs of operating different types of aircraft and the wide 
vaiiation in the profitability of different routes op>erated by Indian Airlines. 
In a recent study of the existing system of planning and control in a State- 
owned shipping company carried out by the Management Group of file 
Committee on Plan Projects, a number of suggestions have been offered for 
establishing unit costs of operation and identifying elements which could 
lend themselves to a studied programme of cost reduction. In another 
study of a State road transport undertaking, which is being undertaken by 
thei Management Group of the Committee on Plan Projects, an attempt is 
being made to evolve an improved costing system and to suggest methods of 
ascertaining the profitability of different routes and services, so that the 
management may devise ways of making the enterprise more profitable. Thus, 
it has now become incumbent on every transport enterprise, specially those 
operated by State undertakings, and indeed in the transport sector as a 
whole, to develop adequate costing systems and to pursue the objective of 
cost reduction continuously and as a matter of general policy. This is a 
necessary condition if investments in the development of transport capacities 
are to make the contribution due from them to the rapid growth of the 
national economy. 

11. To establish transport costs accurately as a means to effective cost 
control is a necessary step even vfiiere a commodity moves only by a single 
mode of transport, for the effort here must be to ensure transport at the 
lowest cost feasible. Where the commodity moves to a destination by more 
than one mode of transport, for instance, to a port by road and rail or, by 
a rail-cum-river route, there is need to break down the various elements of 
cost, so that those which can be controlled or avoided may be identified. 
Again, accurate cost data are required where there is a possible choice 
between alternative modes or combinations of modes of transport. In each 
of these situations, comparisons between costs of different modes of transport 
or their aggregation in a meaningful way call for a degree of uniformity in 
the basic accounting and statistical concepts which are adopted as well as in 
methods of analysis. It is in this sense that the introduction of the practices 
of management accounting has become a matter of hi^ priority in several 
fields, notably, in the management of ports. Also, for similar enterprises, 
sudh as road transport undertakings, there is need for uniform accounting 
systems. 
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12. The tasks ahead in the area of transport cost studies seem to us to 
be of such significance for the national economy that special steps should 
now be taken to strengthen the necessary administrative and technical arrange¬ 
ments. The Ministry of Railways have a small cell within the Directorate 
of Statistics in the Railway Board for the study of costs which could 
be readily strengthened. The Ministry of Transport have a Directorate of 
Transport Research which should now be equipped with a unit for cost 
studies which could study specially costs of services provided in different 
ports and by different road transport undertakings and also undertake cost- 
benefit studies. Port authorities, road transport undertakings and other 
public enterprises in the field of transport should also organise adequately for 
cost studies, so that continuous efforts may be made to reduce costs and en¬ 
large surpluses for development. Within the Joint Technical Group for 
Transport Planning also, there is need to set up a cell for cost studies which 
could interpret the results of studies concerning costs of different modes of 
transport. In cooperation with the Ministries of Railways and Transport and 
the Management Group of the Committee on Plan Projects, this cell could 
help evolve a common approach to questions of definition, criteria and 
methods of analysis in the presentation of basis cost and accounting data in 
the field of transport. 

13. In the ordinary course, because of lack of data and the weakness of 
existing technical agencies, progress in establishing accurate information on 
costs is likely to prove much too slow. This makes it all the more essential 
to make a special effort to develop sound methods and procedures for 
analysis and suggest improvements in data which will facilitate systematic 
cost studies in the future. From this aspect we recommend that the Trans¬ 
port Plaiming and Coordination Comraidee should initiate a series of case 
studies. ITiese should relate to specific movements of commodities in which 
transport costs constitute a significant element, as in exports of iron ore, or 
where greater knowledge of costs will assist in evolving policies for coordi¬ 
nation between different modes of transport. 
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CONCLUDING OBSERVATIONS 

This report has covered wide ground. We have submitted a large num¬ 
ber of policy recommendations concerning different modes of transport. 
In putting forward our proposals we have limited ourselves to internal 
transport services. Thus, we have not referred to overseas shipping, which 
in fact represents the greater part of the growth of shipping in recent 
years, and have made only a brief reference to India’s international air 
service. Besides discussion of specific problems concerning different modes 
of. transport, we have also considered wider questions of coordination, 
administrative and other arrangements for achieving coordination between 
different transport programmes and policies, and the scheme of technical 
and economic studies which is intended to assist in the formulation of a 
long term transportation plan for the country as a whole, accompanied by 
integiated transport plans for different regions and States. 

2. Transport is one of the most widely pervasive services within the eco¬ 
nomy. It can be rightly described as a vital sector of growth. Well-conceived, 
forWard-looking and technologically progressive developments in transport 
not only make for savings in costs in other sectors, but can also do much 
to speed their growth. There are, however, important conditions if this 
objective is to be realised. Transport is a highly capital intensive field of 
development. Therefore, application pf appropriate cost-benefit criteria 
for selecting projects,, carefgl attention to their preparation and execution 
according to schedule, the building up of adequate technical organisations, 
collection on a continuing basis of economic, and statistical data and pro¬ 
jections of future growth, determination of costs, adoption of programming 
techniques and sound management practices, correct pricing policies and 
studied efforts to reduce costs of transport and foreign exchange expendi¬ 
tures are essential to the successful opveration of transport services and 
the generation of internal resources for future development to the greatest 
extent possible. 

3. There is an important common area of planning between transport, 
industry and energy to which, in our view, the Planning Commission and 
the Ministries should give much greater attention in the future. Its two 
main aspects are the promotion of indigenous manufacture of various 
types of equipment required in transport operations and fuel policies in 
relation to transport development. TTie latter issue has been recently 
examined in the Report of the Energy Survey of India Committee (1965). 
Similarly, while manufacturing developments bearing on rail transport and 
road; transport are receiving considerable attention, much remains to be 
done in respect of road construction equipment, cargo handling equipment, 
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harbour craft and different types of marine engines. It is beyond the 
scope of our Report to deal with these subjects, but we wish to draw 
attention to them. They have an important bearing, both on the growth of 
industries within the country, on which depends the uninterrupted develop¬ 
ment of transport services, and on reduction in the foreign exchange costs 
of transport projects, which is at present an urgent aspect of transport 
planning. 

4. The Committee has had the advantage at every stage of the close 
association with its work of senior officials of the Ministries of Industry, 
Finance, Railways, Transport and Civil Aviation, and was able to draw 
on the advice and assistance of experts in these Ministries and in the States 
as well as others outside the Government. It is, therefore, our earnest 
hope that the recommendations of the Committee, which have been evolv¬ 
ed mutually after careful 'consideration of all aspects" o'f the subject, will 
receive early consideration on the part of the Governriibht of India and 
the States, so that impiemenation may bfe tacilifated. 
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Chapter II — Tiknds in the development of transport—A broad view 

1. The capacity of each mode of transport has to be developed to> 
meet the specific demands for it as well as in relation to the rest erf the 
trabsport system. Tjhe system as a whole has to be viewed at each step 
both as an integrated structure as well as in terms of relationships between 
different transport services. (Para 1) 

2. As part of a planned national economy, looking to continuous and 
cumulative growth, with deep-rooted structural problems being resolved 
step by step, the transport system has now to subserve a much wider range 
of purposes than before and has a crucial role in economic, social and 
technical development at the national and regional levels as well as in the 
expansion of international trade. (Para 2). 

3. Since transportation requirements are always of a specific nature, 
much depends on the accuracy with which they are assessed in advance. 
The requirements may also change at short notice on account of changes 
in the industrial and economic situation. Thus, even within a few weeks 
or jhionths, in particular sections of the transport system, bottlenecks may 
develop or spare capyacities may be shown up. (Para 4) 

4. Assessment of transport needs calls for close and continuous appre- 
cia|ion of the ^ogress of plans for industrial development and the function¬ 
ing' of the entire industrial and agricultural economy as well as for syste¬ 
matic and consistent projections for the future. In determining ahead and 
planning for capacities to meet the requirements for transport, a coordinat¬ 
ed view has to be taken of various media and, in particular, of rail and 
road transport. (Para 17) 

5. A national transport policy must seek to build a transport structure 
of the right size and pattern, consistent with the scheme of economic deve¬ 
lopment envisaged under the Plans and capable of meeting the demands 
of the future. (Para 25) 

6. In seeking the objective of coordination, it will be necessary not 
only to establish appropriate criteria for the distribution of traffic between 
different modes of transport, but also to consider, in the given conditions 
of India, the economic policies and the organisation and structure through 
whiph these criteria can be given practical effect in the day to day working 
of the transport system. (Para 25) 
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Chapter III —Approach to problems of coordination 

1. If the transport system is viewed as an integrated network, disre¬ 
garding the fact that each service may be operated by a different agency, 
frequently under diverse ownership, the objective of coordination may be 
stated to be to develop the various modes of transport as complementary 
services in such proportions and combinations as will meet the total need 
of the community at each given stage at minimum cost to the economy. 
(Para 1) 

2. The problem of coordination in transport has to be considered in 
the dynamic context of growth, the essential elements to be reckoned being 
changes in the volume and composition from period to period of the services 
needed by the economy and the costs at which these services can be established 
and operated. (Para 2) 

3. As between different transport services, the more important aspect 
is complementarity, though within a range determined by users’ preferences 
and the prices at which individual services become available, there is also 
a significant element of substitutability. (Para 2) 

4. In considering the problem of coordination in transport, the social 
costs are decisive. While reckoning social costs, the social benefits derived' 
from the services must also be considered. These are not always easy to 
measure. They may reflect the social values and judgement of the com¬ 
munity functioning through its various organs and may in fact be of great 
importance in reaching conclusions on public policy for transport. (Para 2) 

5. Planning for transport involves decisions, which often remain only 
implicit, concerning the distribution of traffic between different modes of 
transport. These determine the quantum of resources—capital, foreign 
exchange, scarce materials and personnel—which should be devoted to the- 
development of different services during any given period, the prices at 
which the services are made available and the return on investment in the 
development of transport. (Para 3). 

6. The central purpose of transport policy is to create such technical, 
economic and other conditions for the distribution of traffic between differ¬ 
ent modes of transport as will help ensure to the greatest extent feasiWe 
that facilities in each mode are developed in such proportions and operated 
in such manner as would meet the total needs of the economy at mini m u m 
cost to the community. It is important that every effort be made ta 
achieve progressively as close an approximation to the objective as may 
be possible and, to this end, to develop systematically the necessary econo¬ 
mic and statistical information for different modes of transport, to utilise 
such information in making the main decisions and to keep under constant 
review the facts concerning costs of transport and changes in the demand 
for various services and in the composition of traffic. (Para 3) 
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7. Both for rail and road transport, it is necessary to conduct over a 
period a series of investigations into costs, both total and marginal, ior 
specific sections and specific streams of traffic so as to build up a body of 
data on which dependable policy judgements may be based. (Para 5) 

8. In comparing rail and road costs, it is somewhat risky to generalise 
on the basis of average costs. Therefore, it is necessary to obtain com¬ 
parative data on costs pertaining to specific flows of traffic. (Para 12) 

9. Basic to any scheme of cost determination is the existence of a 
suitable accounting system at each level of the industry which will permit 
feady ascertainment and analysis of costs for specific flows of traffic. 

' For accurate comparisons to be made between rail and road transport 
costs, it is essential that on key issues of definition, criteria and methods 
of analysis, a common approach should be developed between the autho¬ 
rities concerned. (Para 13) 

10. Account will need to be taken, through appropriate money values 
being set, where possible, on the social aspects of costs and benefits of 
alternative modes of transport, such as, in the case of road transport, door 
to door service or saving in time, employment possibilities or developmen¬ 
tal role in relation to rural areas or hilly tracts. (Para 13) 

11. In interpreting cost data due attention has to be given to the 
different economic and technological characteristics of rail and road trans¬ 
port since these necessarily influence their suitability for different types of 
traffic. (Para 14) 

12. In allocating traffic in terms of the economy as a whole or for 
different regions, or in relation to different classes of goods, it is necessary 
to take a forward looking view regarding the technical and economic possi¬ 
bilities presented by alternative modes of transport. While being checked 
in terms of performance from time to time, this view should be, at each 
stage, for a period of years and should not be restricted too closely to the 
effects of the current transport situation or to trends over very short 
periods. (Para 16) 

13. In the less developed economies, the role of transport is even more 
fundamental and dynamic than in the more advanced countries. The 
growth of basic capacities in transport, increase in mobility, diffusion of 
industry and economic activity and changes in the structure of production 
and consumption wi’l call for adjustments in the perspectives and instru¬ 
ments of policy for the future. (Para 17) 

14. Recently there has been greater recognition that the various trans¬ 
port services should be considered, both in theory and for policy and 
practical action, as a composite network in which each element should 
be complementary to the rest to the greatest extent possible. This objective 
will be facilitated by systematic application of investment and cost benefit 
criteria in the transport sector. With this approach in mind the Ministries 
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of Railways and Transport and the Planning Commission, through the Joint 
Technical Group for Transport Planning, have initiated a series of technical 
and economic studies. Tliese studies will, it is hoped, make it possible to 
determine more accurately than in the past the transport capacities needed 
in relation to principal commodities moving or expected in the future to 
move between important centres of activity for the country as a whole as well 
as for different regions. It should be possilde on the basis of the results of 
these studies to draw up programmes for the development of different 
transport media on an integrated basis and to relate them sufficiently closely 
to developments in other sectors of the economy. (Para 19) 

15. In a country like India where major developments in the transpor¬ 
tation system are expected to take place in future as part of plans for the 
growth of the economy as a whole, it should be possible to take care of the 
problem of coordination of different transport services largely through 
investment policies under the Plans. These should be directed towards 
building up right combinations of different transport services in keeping 
with the needs of growing traffic. (Para 20) 

16. Most of the new investment on the railways will have to be devoted 
to building up an increasingly efficient rai’ transport system rather than 
to the expansion of the network itself. Road transport facilities will be 

•needed on a much larger scale than even before to open up new and le.ss 
developed areas, to ctirry economic development and social services to the 
farthest village, to promote the growth of agriculture and the rural econiirny 
and to provide for intra-city transport services. Wherever pos-.ible, inland 
water transport and coastal shipping should provide useful suppiemeista.ry 
services to cater particidarly for movement of bulk traffic over long distances. 
Further investments in these services will have to be directed to modernisa¬ 
tion of the services and technological improvements for reducing their 
costs etc. Other means of transi>i>rt such as ropeways and pipelines, have 
still to be developed on a significant scale and it should be possible to 
integrate their development into the transportation system as a whole. 
(Para 20) 

17. The pricing or rate policies adopted by different modes of trans¬ 
port will influence not only the distribution of traffic between different 
transport services, but also their relative profitability and, therefore, future 
growth potential. 

Pricing policy for major undertakings should be such as to yield a net 
return which corresponds to the scarcity value of capital in the economy 
in general. Taken as a whole, the operations of each system of transport, 
therefore, should earn at least that rate of return which cannot be consi¬ 
dered low in relation to the return obtained in alternative forms of invest¬ 
ment. Equally, it can be said that the price charged for a particular 
transport service should cover at least the marginal cost of providing tliat 
■ service. 
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The profitability of each mode of transport, given fully cost-based 
pricing, will serve as an indicator for future investment decisions. While 
there is some theoretical justification for fully cost-based pricing systems, 
it is based on a number of assumptions which are not always fulfilled in 
real life. Costs may not always measure social costs and consumer prefer¬ 
ence as expressed in the market do not always reflect social benefits 
and the consequences envisaged in theory can ensue in practice only under 
more or less perfect competitive conditions. (Para 21) 

18. Granted the fact that at any given time, competition between 
different modes of transport can at best be imperfect, departures from 
a fully cost-based pricing system would become inevitable—^in the absence 
of regulation—^in response to the desire to take advantage of specific 
dethand situations. (Para 22) 

19. In the case of railways, investment takes the form of large units, 
generally indivisible and associated with similar complementary invest¬ 
ments. The railways are a Government undertaking and are charged with 
important public service obligations. This implies non-discrimination and 
stability in rates and liability to provide services in accordance with publish¬ 
ed schedules. The Indian Railways have already taken steps to develop 
thejr accounting system along commercial lines; yet to bring about approxi- 
mafion of rates to the costs of services is a process which will inevitaWy 
be spread over several years. Because of the very wide variation in costa 
in (fifferent conditions of operation, it is difiicult for the railways to adjust 
rat<ib on the basis of costs in all cases. 

The road transport industry consists of a large number of single truck 
operators and there are yet no organised associations in the industry wliich 
can assist public authorities in enforcing the minim um regulation of fares 
and freights, supervising the working of the industry from the point of 
view of public interest and assisting small operators in obtaining steady 
business. 

An essential condition for the operation of competition in a basic public 
utility like transport is that short-term imbalances be.tween supply and de¬ 
mand should lead to appropriate remedial action rather than to large fluctua¬ 
tions in prices. The availability of vehicles and the capacity of the auto¬ 
mobile industry are an inevitable constraint on the supply of road trans¬ 
port in the short period. (Para 23) 

20. For any period, both for the economy as a whole and for regions, 
the essential ingredients in the plan of development for transport are the 
scheme of allocation of traffic and the investment plan. But, by them¬ 
selves, they are not likely to be sufficient for putting the plan into effect. 
Three types of supporting measures have to be considered and incorporat¬ 
ed i|to the development plan before an effective scheme of coordination 
between rail and road transport or for that matter any alternative mode 
of transport can be formulated. These are : (a) fiscal measures and 
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pricing policies, (b) regulation, and (c) integration in organisation and 
operations. (Para 25) 

21. DesfHte their limitations, taxes and subsidies can be expected to 
assist by way of incentives or disincentives in the use of given forms of 
transport for specific traffics within the overall scheme of allocation of 
traffic. They have considerable value in securing a degree of self-regula¬ 
tion in the allocation of traffic between alternative modes of transport and 
in translating the overall economic judgement of the community as a whole 
into specific measures. (Para 27) 

22. Regulation of road transport has to be thought of as a positive 
means for fulfilling the role assigned to the road transport industry in the 
total transport plan and not, as was stressed in the past, for the purpose 
of affording a measure of protection to a long established and mature 
transport service such as railways. (Para 29) 

23. Regulation of road transport has to be exercised largely through con¬ 
trol over licensing. We make a broad distinction between inter-State and 
intra-State road transport and propose that the former should be the special 
responsibility of the Central Government and the latter of State Govern¬ 
ments. We recognise that there are a few sizeable regions which can be 
identified as being markedly backward and in which transport faclUties 
have considerably lagged behind. In these particular regions, we see the 
need for integrated transport plans with special emphasis on the develop¬ 
ment of the road network and to an extent licensing of vehicles on a 
regional basis, accompanied by concessional tax rates and other incentives 
to operators to provide transport services in these regions. (Para 30) 

24. The approach of integration can be extended with advantage in 
three principal directions. Firstly, wherever possible, joint rail-road trans¬ 
port for passengers and goods should be facilitated through arrangements 
arrived at mutually between the Indian Railways and State Road Transport 
Corporations as well as Corporations which the Central Government might 
set up for operating on specified inter-State routes. Secondly, efforts 
should be made to develop the operations of the Central and State Corpo¬ 
rations, with the participation of the Indian Railways, on a scale sufficient 
to give them a significant share of the traffic. Thirdly, wherever at pre¬ 
sent public transport enterprises are organised as departmental undertak¬ 
ings, they should become corporations or companies so that they can operate 
on wholly commercial lines. (Para 31) 

25. More and more, road transport should take on the character of 
a well-organised industry, working on the basis of responsibility to the com¬ 
munity as a whole, functioning, wherever necessary, in a complementary 
relationship to the railways and taking generally a leading role in opening 
up the countryside and stimulating the growth of the less developed regions. 
(Para 31) 
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Chapter IV — Railways 

1. On the whole, there is national advantage in continuing the obliga¬ 
tions of the railways as a public carrier and in enabling the Central Govern¬ 
ment to give such directions to the railways from time to time in the public 
interest, for according preference to the transport of such goods or class 
of goods as may be specified. (Para 8) 

2. Having regard to the developments in the transport system, it is 
essential to review from time to time the extent to which each branch line 
is subserving the needs of an area and the combination of transport ser¬ 
vices which should be made available in its economic development. Suit¬ 
able tests or criteria need to be evolved for considering a line uneconomic 
depending on the purposes it serves and the cost of providing alternative 
means of transport. (Para 10) 

3. If alternative facilities have been or are capable of being developed 
to a point that the requirements for transport can be met substantially by 
means other than the railways at no higher cost to the economy, there 
should be no hesitation in giving up an existing branch line which is prov¬ 
ing unremunerative and will not serve any object which cannot be met 
otherwise and at lesser cost. (Para 11) 

4. Where road transport has to be expanded considerably to facilitate 
the discontinuance of unremunerative lines, the railways may considerl in 
consultation with State Governments, whether and in what form they could 
participate or assist in the growth of road transport services. (Para 11) 

5. In the light of these considerations, in the wider economic interests 
of the country, as much as of the railways as an enterprise, the financial 
working of branch lines and the transport needs and plans of areas served 
by them should be reviewed periodically. (Para 11) 

6. Suggestions concerning unremunerative branch lines would also apply 
generally to the light railways. As in the past, in future also, the general 
approach adopted has to be to consider each ease on merits and to take 
over such fines as would justify conversion to broad gauge or metre gauge 
on the basis of the traffic handled by them and the prospects of traffic 
growth. In other cases, the lines might be dismantled and the services 
provided by them might be allowed to be replaced by.road transport.. 
(Para 12) 

7. The problem of suburban railway transport has to be dealt w/tb, in 
any long-term solution as part of the problem of metropolitan transport, 
involving a coordinated approach to rail and road transport, develonmcnt 
of roads and urban and regional development around rriajor cities such as 
Calcutta, Bombay, Madras and Delhi. (Para 13) 

8. Tlie value of freight concessions on export goods should be careful¬ 
ly assessed so that the costs and the benefits may be appraised .'’c t from 
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time to time special efforts may be made to raise the level of efficiency in 
the industries concerned. (Para 14) 

9. in the past, almost everywhere, the railways were the basic form 
of transport, and construction of new railway lines was virtually synony¬ 
mous with the provision of new transport facilities in an area. This is 
stiff a widely prevalent view and leads to demands for construction of 
new railway lines. The merits of each such proposal have to be studied 
carefully and schemes to be undertaken within the resources allocated by 
the Plan. (Para 18) 

10. In the strategy of economic and industrial development, the more 
cc.iipietely road communications and rail and road transport services are 
thought of together, as complementary services forming part of a single, 
integrated plan, the more rapid is the progress likely to be achieved. The 
railways are inherently better suited for long distance and bulk traffic and 
the extension of the railway .system in future has to be directed principally 
towaids meeting the needs of basic and heavy industries and of traffic in 
minerals like coal and iron ore. Ihe programme for construction of new 
railway lines has to be conceived mainly in this context and the new lines 
which are built in future should ordinarily be expected to yield, over a period 
of time, a reasonable return on the investment (Para 18). 

11. In the planning of transport in future, the need for ensuring the 
financial solvency of the railways has to be kept in view. The railways 
should be expected to earn a reasonable return on capital. (Para 26) 

12. It is in the overall economic interest as also in the interest of rail¬ 
way finances that once the capacities for additional traffic have been built 
on the railways, they should be as fully utilised as possible, due advantage 
being taken of the economies inherent in large scale operations on the 
railways, (Para 26) 

13. In the foreseeable future the railways should be called upon to 
continue to bear obligations imposed on them because of larger public 
service considerations. The financial implications of such obligations 
should be identified and given due consideration in adopting policies for. 
the future. Having regard to the present stage of development of differ¬ 
ent modes of transport and in view of the requirements of a planned eco¬ 
nomy, the obligations of a common carrier will have to be maintained. 
However, it is necessary to reconsider the approach to be followed in the 
construction of new railway lines in future. Lines which are expected to 
be uuremunerative even after a few years of their opening should be taken 
up only in exceptional circumstances. In all such cases provision should 
be. made to compensate the railways for the losses involved. (Para 27) 

14. The concessions given by the railways in fares and freight rates 
have to be considered on merits. To the extent that these concessions 
are granted in the larger public interest and involve losses to the railways, 
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account should be taken of them in determining the railways’ commitments 
to the general finances. When obligations for uneconomic services arise 
from executive decisions taken by the Government, the economic justifica¬ 
tion for each such decision should be critically scrutinised. (Para 29) 

15. During the past two or three years, the railways have introduced 
significant changes in the direction of adjusting the existing rates from 
ad valorem to cost basis, but the process will necessarily be spread over 
several years. Further changes and adjustments may be proposed in the 
future. However, there are limits to the railways’ ability to adjust rates 
on the basis of costs fully in all cases. These limits stem (a) from the 
wide variations in costs on the railways, and (b) their obligation, as a 
national undertaking, to have uniform rates all over the railway system. 
(Piira 33) 

16. The present scheme of presentation of efficiency data as described 
in the Railway Board’s annual “Review of the Performance of the Indian 
Government Railways” should be reviewed so as to facilitate objective 
intejrpretation not offiy for the railway system as a whole, but also for 
specific zones and areas, under comparable conditions and in relation to 
past trends. (Para 35) 

17. The fullest cooperation of trade and industry should be secured 
by the railways in introducing technical and operational imptrovements 
which can help them to reduce their carrying costs. (Para 36) 

18. The beginnings, which have been already made in the use of devices 
like containers and piggy-backs should be followed up and other forms of 
joint rail-road services should be encouraged. (Para 36) 

19. In the past, the railways were able to rely wholly on traffic coming 
to them without special effort on their part. However, with many new 
varieties of goods being produced and likely to be produced in the future 
in many new centres, railway administrations at the zonal and local levels 
should study the needs of potential customers much more closely. 

Through market research and other ways, they should study the needs 
of potential customers much more closely and find ways of meeting them 
more readily and in a more flexible manner than was necessary in the 
earlier phases. (Para 36) 

20. The Indian Railways are well placed for extending to their opera¬ 
tions modern economic accounting and statistical concepts such as are 
coming increasingly into use in large-scale enterprise for measuring effi¬ 
ciency, improving reporting systems, reducing capital and operational costs, 
securing more scientific programming and scheduling of projects and creat¬ 
ing aj greater sense of personal incentive and achievement. This would 
help to bring the accounting and statistical systems more into line with 
one another. (Para 37) 
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Chapter V —Road Development and Road Policy 

1. The dimensions of the road problem in India are such that adequate 
progress is possible only if at each level—from the local rural community 
and the town and the city to the region, the State and the nation—there is 
readiness to pay for the construction and maintenance of roads, to discover 
ways both, direct and indirect, and of shouldering this enormous and con¬ 
tinuing responsibility. At the same time, the possibilities of science and 
technological research, must be exploited to the full so as to reduce the 
costs of construction and maintenance of roads and promote the use of 
local materials and other resources to the greatest extent possible. (Para 2) 

2. Roads are so crucial to national and regional development and the 
resources involved are of such substantial magnitude that careful planning 
and constant search for economy must be regarded as the keystones of 
road programmes in the future, whether these are undertaken by the Centre 
or the States or by local authorities. (Para 9) 

3. In view of the large investments now involved, it is important to 
adopt economic criteria to the utmost extent possible, to undertake care¬ 
ful traffic surveys and forecasts and, in the choice of major road projects, 
to proceed on the basis of cost-benefit studies before committing substan¬ 
tial resources. (Para 12) 

4. Road plans should take full account of the industrial and other 
development needs as these are likely to arise over a period of years. 
They should be informed by the same long-term perspective of develop¬ 
ment as arc the programmes for agriculture, industry, power and other 
aspects of the economy, both for the country as a whole and within each 
State and region. (Para 14) 

5. In each State phased programmes for the development of rural 
roads should be drawn up on a district and area basis. Priority should be 
given to areas in which intensive agricultural development plans arc being 
undertaken or where new resources, such as irrigation and power, have 
come into use and their fullest utilisation, along with complementary deve¬ 
lopment, is likely to promote rapid economic growth. In such cases, the 
development of communications and of marketing facilities constitutes an 
integrated activity and should be undertaken as a matter of considerable 
urgency. In other areas, depending upon the study of conditions and 
assessment of needs, the development of local communications networks 
may be accomplished in stages over a longer period. (Para 15) 

6. State Governments should definitely earmark a proportion of the 
allocation for roads in their plans for rural market roads and for assisting 
villages in the construction of approach roads connecting villages with one 
another and with market roads. Each State has to consider the proportion 
of funds to be so earmarked, but about a fifth of the State Plan allocation 
for roads should be regarded as the minimum. As part of the scheme of 
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Central assistance for the plans of States, assistance given specifically lor 
rural roads should take the form of a grant to the extent of one-third 
of the actual expenditure incurred by each State under the annual plan, 
(Para 15) 

7. In hfting the economy of the more backward areas, such as scheduled 
areas, hill areas, coastal areas and others, improved road communications 
can make a contribution far exceeding the investments needed. Such 
investments should, therefore, have high piority in plans for the develop¬ 
ment of markedly backward regions which should be specified in advance 
in the plan of each State. As in the case of rural roads. Central assistance 
should be given for road develoment in the specified regions by way of 
grajnt to the extent of one-third of the outlay incurred by the State Govern- 
mefit. (Para 16). 

8. In metropolitan and other large cities, it is necessary to take an 
overall long-term view of transport needs, both for passengers and for 
goods, and to plan road development, development of road transport 
services and, where necessary, suburban rail transport as parts of a com¬ 
prehensive and integrated scheme. In these cities, the planning of trans¬ 
port has to be closely related to the scheme of long-term urban planning 
and location of industrial and economic activities. In evolving transport 
platis there has to be the closest possible collaboration between the various 
agencies of the State Government, the local municipal administration and 
planning authorities and those responsible for operating road and rail trans¬ 
port! services. The Committee on Plan Projects has recently appointed an 
expert Study Team on Metropolitan Transport to investigate these pro¬ 
blems in relation t® Calcutta, Madras, Bombay and Delhi. It is hoped 
that as part of the process of drawing up the road plans, State Governments 
will give similar attention to the transport problems of other large cities. 
(Para 17) 

9. The Transport Development Council has recommended the setting up 
of Road Planning Boards by the Central Government and the States. These 
Boards are intended to be high-level technical advisory bodies, which will 
consider plans of road development in the wider economic perspective and 
in relation to the economic and other criteria. Working in close coopera¬ 
tion with one another, the Central and State Road Planning Boards are 
expected to evolve an integrated national road network and to give attention 
to various important aspects of planning such as traffic surveys, cost-benefit 
studies, economies in construction costs, maintenance norms, maximisation 
of the benefits of road development through greater coordination with 
development in other sectors, road development in backward regions, rural 
roads and road development in metropolitan and other cities. Their task 
is to ensure that roads can make the maximum contribution to economic 
develppment. Road development now demands a degree of continuity, 
accuracy, planning in detail and freedom from arbitrary cuts in allocations. 
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once the initial allocations have been determined for a five-year period. It 
is hoped that through their working the Central and State Road Planning 
Boards will help create these essential conditions. (Para 19). 

10. It is important that the National Midway network should expand 
steadily. Tliis will strengthen the trunk communications from the point of 
view of the country as a whole and enable States to devote greater atten¬ 
tion to the improvements of roads in the interior, to rural roads and to 
roads designed to achieve rapid development in the more backward regions, 
(Para 20) 

11. Road plans at the Centre should contain adequate provision for 
selected roads which provide inter-State links or have special economic 
importance. These roads are a convenient and flexible means of removing 
important gaps in communications between States, ensuring coordination 
in planning and assisting States in expediting the construction of costly 
road projects which are important both from the national and regional 
considerations. In inter-State road schemes, the Centre could assist, for 
instance, in the construction of bridges, the road lengths being provided by 
the States concerned in an integrated programme forming part of their res¬ 
pective road plans. (Para 20) 

12. Provisions for maintenance have in recent years been less than 
adequate both for National and for State Highways. It is important that 
suitable norms should be set for thLs purpose and arrangements for ensur¬ 
ing effective maintenance strengthened further. (Para 20) 

13. It is essential that the construction of village approach roads, 
undertaken through local effort, supported by a measure of assistance for 
masonary works, should itself be part of a larger area plan, which provides 
both for continuous maintenance and gradual change-over to higher speci¬ 
fications. Local authorities, such as Panchayat Samitis and Village Pancha- 
yats should be made responsible for village approach roads and should be 
placed in a position to support local voluntary effort, specially in respect 
of masonary works. (Para 21) 

14. ITie scope and financing of the Central Road Fund calls for a fresh 
review. In principle, there is considerable advantage in maintaining a 
non-lapsing Central Road Fund which may be utilised for financing 
selected schemes, such as are apt to be lost si^t of in the ordinary course. 
These may include specially research and experimental work on a much 
larger scale than is being currently undertaken, regional transport surveys, 
traffic studies and construction of bye-passes and over and under-bridges 
at rail road crossings on trunk roads in large cities. (Para 23) 

15. In the interest of systematic long-term road development, the 
resources available from the Central Road Fund at the Centre need to be 
enlarged. How best this may be done should be considered by the Minis¬ 
try of Transport in consultation with the Ministry of Finance. A flexible 
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non-lapsing source of this nature, from which certain types of specific 
schemes can be initiated by the Centre has advantages which are not to 
be measured only by the actual amounts allotted. (Para 23) 

16. A general levy of tolls is not desirable. However, tolls should 
be applied selectively to major projects involving heavy costs such as major and 
costly bridges, large tunnels and express highways. (Para 24) 

17. On many routes the existing road pavements are proving inadequate 
in; width as well as in strength. Long lengths of completely new roads 
of high standards have also to be built in some cases and the old methods 
of stage construction are not always applicable because traffic develops 
vejry fast soon after the road is built. Under these circumstances, there is 
need to adopt modem and advanced construction techniques. Techniques 
in evolving efficient use of available materials have to be introduced so as 
to achieve overall economy. This requires detailed testing of materials and 
control of quality for highway works. In addition to facilities for research, 
it jis necessary to provide for a chain of testing and control laboratories, so 
that full advantage may be taken of the new techniques evolved in India as 
well as in other countries. (Para 25-26) 

18. Testing and control laboratories should be set up in all States. 
Progressively, they should develop research activities on their own and in 
association with the Central Road Research Institute. Each State should 
also have a number of mobile field laboratories for on-the-spot testing and 
quality control of road and bridge construction. It is also necessary to 
carry out an extensive survey of road building materials and to arrange for 
their systematic testing. The results of the surveys and tests should be 
suitably compiled and published. (Para 27) 

*19. A Highway Research Board should be set up at the national level 
for bringing together the results of research work done in various labora¬ 
tories and disseminating them. (Para 28) 

20. Both to gain speed in operations and to ensure control over quality, 
special steps have to be taken to promote the manufacture of all essential 
road construction equipment within the country. (Para 29) 

21. The tasks to be fulfilled through continuous research should be 
carefully specified from time to time in relation to the road development 
programme of each region and, besides provisions of funds, the necessary 
organisations for follow-up should be established. 

To encourage the adoption of the results of research and to promote 
the use of new techniques of road construction, local materials etc., the 
Government of India set up in 1961 a Central Assessment Committee, 
which underwrites any loss or excess costs incurred by a State on account of 
thelfailure of a new technique adopted by it. In the light of the experience 
gained the work of the Committee should be reviewed and its programme 
and organisation strengthened. (Para 30) 
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22. In the past enough attention has not been given to planning for 
the entire road system of a State in an integrated manner, including in it 
both National Higliways and roads for which the State Governments are 
responsible. There has also been need for greater work on district road 
plans, so that, within the framework provided by the State road plan, 
roads connecting market centres, small towns and villages could be planned 
and executed in a systematic manner. (Para 31) 

23. There is need for a road construction agency with the Central 
Government which can supplement the State agencies to the extent neces¬ 
sary and, on the basis of agreed programmes, can also take up some of 
the difficult works. The construction organisation at the Centre could 
maintain a pool of road construction machinery which could be made 
available as and when required by State agencies engaged in completing 
works of an emergency nature or works requiring superior technical stan¬ 
dards. (Para 32) 

24. In several states the volume of road construction work is now 
large enough to justify the setting up of separate Highway Departments 
with specialised highway and bridge engineering personnel who are able to 
provide the technical planning and supervision needed in highway road and 
bridge construction and to ensure the standards required on high specifica¬ 
tion roads. (Para 32) 

25. Special Traffic Engineering Cells devoted to and equipped for the 
task of carrying out traffic studies and giving attention to the problems of 
traffic engineering and road safety should become a normal feature of 
organisation in Public Works and Highway Departments. (Para 32) 

26. In respect of major road projects, before decisions to commit large 
funds are made, cost benefit studies should be undertaken. This will 
assist in the application of sound economic criteria and help obtain the 
maximum results from investment on road development. (Para 32) 

27. Each Road Planning Board should make its final recommendations 
regarding plans of road development after taking into consideration the 
requirements of the State and its different regions as well as the results of 
economic and technical studies. (Para 32) 


Chapter VI —Road Transport 

1. The practices now in vogue for the regulation of road transport sug¬ 
gest that far from being a common approach for the country as a whole or an 
adequate rationale, in several respects policies and, even more, the manner 
of their implementation differ greatly from State to State. There is, therefore, 
imperative need to simplify and introduce greater uniformity in the existing 
approach to procedures for regulation of road transport and to bring these 



198 


TRANSPORT POLICY AND COORDINATION 


into confonnity with the changing and growing transport requirements of 
an economy developing in a planned manner. (Para 24) 

2. The requirements of the future difiEer greatly in scale and composition 
from those in the past. The existing scheme of regulation of road transport 
suffers from many drawbacks and calls for large changes. Some measure of 
regulation of operations, appears necessary for the following reasons ; 

(i) the need to evolve and put into effect a common scheme of 
allocation of traf&c or a development plan for transport, which 
provides for various modes of transport as a comptosite network 
serving the needs of the economy; 

(ii) safeguards against mis-allocation of scarce resources, including 
materials, foreign exchange and long-term credit: and 

(iii) ensuring priorities in the development of road transport. 

A vast increase in road transport services is called for, for instance, for 
integrating the large rural sector of the economy with the country’s urban 
and industrial economy, for opening up isolated and underdeveloped regions 
and for providing cheap and efficient mass transport in the towns. But, for 
several years to come, there will be limitations on the supply of vehicles. 
Special steps will be needed to ensure that the transport requirements of 
underdeveloped and backward regions in the country and of rural areas are 
adequately met. 

The conclusion which emerges, therefore, is that regulation of road 
transport, conceived as a tool of planned and coordinated development, 
rather than as a restrictive device, has a functional role in the development 
of road transport in keeping with the growing needs of the economy and as 
an integral part of the total transport system of the country. (Para 25) 

3. In the future development of passenger services, althoug)i passenger 
seifvices have to be licensed for specified routes, a regional approach has 
value in as much as it stresses the requirements of the local economy, helps 
adapt the forms of investment to the needs as established, ensures closer 
coordination with railway services and provides a continuing test of progress 
in reaching into the interior. Secondly, special steps should be taken to 
encourage the rapid growth of passenger road transport in the more back¬ 
ward districts and regions. This object has to be achieved by accelerating 
road development in these regions and eliminating the large deficiencies in 
the road system which now exist. There would be need also for concessional 
terms such as charging lower rates of taxes for road transport services in 
these regions. (Para 26) 

'll. Passenger services between connecting points situated in different 
States should in future be licensed under the authority of the Inter-State 
Transport Commission, which must no doubt act in consultation with the 
States concerned. In the scheme of regulation, the system of reciprocal 
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agreements between different States for determining the number of permits 
to be issued will be given up. (Para 26) 

5. The present practice under which licensing authorities invite and hear 
objections from operators, including the Railways, before they grant permits 
for the operation of passenger services, serves a useful purpose and provides 
an assurance of a fair deal to operators and should, therefore, be continued. 
(Para 26) 

6. In the regulation of goods transport, the concept of ‘region’ as defined 
in the Motor Vehicles Act and as operated in practice in many States is not 
suited to present needs. Regions should be determined, not only on consi¬ 
derations of administrative convenience, as at present, but even more on 
economic considerations which take into account the natural flows of traffic. 
While the present system of inviting and hearing objections before granting 
fresh permits should be continued, the procedure by which the Regional 
Transport Authorities are required to function, involving frequently a system 
of countersignature of permits is cumbrous, leads to vexatious delays and 
needs to be changed. Moreover, in the States, the focus in the regulation of 
road transport should shift from the region and the Regional Transport 
Authority to the State and its economic needs, and to the State Transport 
Authority which should function as an organ assisting in formulating and 
implementing the State’s economic development plan. (Para 27) 

7. In any system of regulation of road transport modified to meet pre¬ 
sent needs, inter-State movement of goods by road, which must be in the 
main long-distance movement, will call for special attention and study in the 
scheme of allocation of traffic. It will also require adequate machinery for 
implementation. (.Para 27) 

8. Within the scheme of road transport regulation, it would be necessary 
to treat the problems of rapid development of transport in large underdeve¬ 
loped regions and in metropolitan cities as special problems calling for 
somewhat wider planning and for provision of adequate resources for 
development. (Para 27) 

9. In making specific proposals, the details of regulation should be in 
line with the objective of providing cheap, efficient and expanding transport 
facilities and of obtaining the utmost value from all available modes of 
transport. (Para 27) 

10. A system under which States have to negotiate and bargain with 
one another to determine the number of permits which each may issue to 
its own operators is bad in principle and proves even worse in practice. The 
place of reciprocal agreements should be taken by a system of inter-State 
permits issued under the authority of the Inter-State Transport Commission 
which, in the interest of precision, could be redesignated as the Inter-State 
Road Transport Conunission. This body, working in close collaboration with 
State Transport Authorities and the Railways, should assess at intervals of 



TRENDS IN THE DEVELOPMENT OF TRANSPORT-A. BROAD VIEW 


17 


/v of the railway tariff schedule have been treated as low rated commodities. 
'Fhese include such commodities as iron ore, limestone, salt, foodgrains, 
fruits and vegetables, sugarcane, wood etc. Commodities included in cate¬ 
gories above 40 per cent of Scale-A and those in Scale-B have been taken 
to be high rated. In following this basis for division of traffic between high 
rated and low rated, we have in view the relationship of rates to costs of 
haulage. In the case of low rated commodities, rates either do not recover 
costs or do so barely, while in the case of high rated commodities, they 
yield a surplus over costs. The division of traffic between high rated and 
low rated commodities has of course a certain clement of arbitrariness, 
nevertheless, it is a convenient v.'ay of illustrating changes in the composi¬ 
tion of rail and road traffic over a period. The following table shows for 
the period 1956-57 to 1964-65 the total originating tonnage in respect of 
low rated and high rated commodities carried by railways and their relative 
proportion in the total revenue earning traffic. 


Tabic 9: Low rated and high rated rail traffic 


Year 


tonnes originating percentage freight earnings 
(niilliens) to total traf- (Rs. crores) 

fic 


proportion' 
of earnings 
to total 
freight ear¬ 
nings 



low 

high 

total 

low 

high 

low- 

high 

total 

low 

high 


rated 

rated 


rated rated 

rated 

rated 


rated 

rated 

l95<i-57 

. 62'3 

36-3 

98-6 

63-2 

36-8 

78-8 

121-7 

200-5 

39-3 

60-7 

1957-58 

. 68-4 

33-8 

102-2 

66-9 

33-1 

98-4 

126-7 

225-1 

43-7 

56-3 

1958-59 

70-9 

32-3 

103-2 

68-7 

31-3 

110-5 

125-7 

236-2 

46-8 

53-2 

1959-60 

. 77'4 

33-3 

110-7 

69-9 

30-1 

121-4 

136-0 

257-4 

47-2 

52-8 

1960-61 

. 85-3 

34-4 

119-7 

71-3 

28-7 

134-7 

145-2 

279-9 

48-1 

51-9 

1961-62 

91-4 

34-1 

125-5 

72-8 

27-2 

148-0 

151-9 

299-9 

49-3 

50-7 

1962-63 

. 101-7 

37-7 

139-4 

72-9 

27-1 

172-1 

170-4 

342-5 

50-2 

49-8 

1963-64 

. 106-8 

40-8 

147-6 

72-3 

27-7 

189-9 

196-4 

386-3 

49-2 

50-8 

1964-65 

. 106-6 

42-2 

148-S 

71-6 

28-4 

191-4 

207-6 

399-0 

48-0 

52-0 


A large part of the increase in rail traffic which has taken place since 
the beginning of the Second Plan is in low rated commodities. Broadly, 
low rated traffic accounts for 9 per cent more of the total frei^t earnings 
of the railways and high rated traffic for 9 per cent less than it did in 
1956-57. The proportions of low rated and high rated traffic to the total 
traffic carried by the railways have altered correspondingly. Generally 
speaking, the railways do not appear to have obtained a significant share of 
the increase in high rated traffic which has become available on account of 
increase in industrial production. In recent years, however, the volume of 
L6PC/6S 
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15. In view of the fast growing and changing needs of the economy, in 
licensing goods road transport vehicles for intra-State operations, the tradi¬ 
tional forms of distance limits are no longer appropriate. Having due regard 
to the various means of transport which can be harnessed—rail network, 
road system and inland water transport—and the assessment of present and 
future traffic, the State Transport Authority should propose the extent to 
which road transport facilities are to be expanded in any given period, the 
distribution in different parts of the State, the kind of vehicles required etc. 
Such assessment .should form an integral part of the scheme of transport 
planning for the future and would have the advantage of furnishing a sound 
basis for the allocation of traffic and development of transport. State Trans¬ 
port Authorities should be equipped with appropriate personnel. (Para 30) 

16. As a general rule, it is visualised that permits for intra-State 
operations will be valid for the State as a whole. However, there are a few 
large regions in the country which are markedly underdeveloped in terms 
of transport facilities. In these, it would be desirable to formulate integrated 
regional transport plans within the framework of the transport plan of the 
State as a whole. The regions in question are the Telangana districts in 
Andhra Pradesh, North Bihar, Chhatisgarh Division and the eastern districts 
in Madhya Pradesh, Vidarbha and Marathwada in Maharashtra; the coastal 
and hill districts of Mysore, Uttarakhand and the eastern districts in Uttar 
Pradesh. In these regions, particular stress should be laid on accelerated 
development of the road network. State Governments should also consider 
v/hether facilities for procuring vehicles and some measure of concessions 
in taxes levied on motor vehicles could not also be usefully given in respect 
of permits for operation within the region as distinguished from operation 
over the State as a whole. If such concessions were available for a period 
of, say, up to five years, levels of development in transport in these regions 
should come up to the general level in the State more speedily than might 
otherwise be possible. (Para 31) 

17. Under the proposed scheme of regulation, the scope for temporary 
permits will diminish considerably. Basically, temporary permits should be 
issued only for special temporary purposes to meet unexpected requirements. 
The same authority which issues regular permits should also be the one 
which issues temporary permits as and when needed. Thus, temporary per¬ 
mits should become an exception to be resorted to only for meeting special 
and short terms needs. (Para 32) 

18. In putting forward proposals for two sets of permits—inter-State 
permits and intra-State permits—the approach is that of planned and co¬ 
ordinated development of all modes of transport. The principal consideration 
is how every part of the country may be helped to obtain as fully and as 
speedily as possible the communications and the transport services needed for 
its overall economic development. The area of conflict between different 
modes of tran.sport is by no means considerable. Even such conflict as there 
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may be, can be practically eliminated by a system of planning based on careful 
assessment of needs and costs and recognition of common interest and on 
active cooperation at each stage between those responsible for different 
media at the regional, State and national level. (Para 33) 

19. While the existing powers for regulating fares and freights in the 
public interest are generally adequate, in certain situations the objective of 
road-rail coordination could be served more effectively if minimum rates 
were also laid down. Therefore, legislation should clearly empower the State 
Transport Authority to fix both maximum and minimum as well as specified 
fares and freights as might be necessary. The main problem in respect of 
fares and freights, specially the latter, concerns the means by which the 
prescribed rates can be enforced. It is necessary to ensure that in each State 
a sufficient number of goods vehicles are licensed to prevent scarcity. A 
satisfactory solution to the problem of enforcement of freight rates in parti¬ 
cular cannot be found without establishing, on a State and regional basis, of 
Road Transport Associations which are capable of performing a responsible 
role in advising on freight rates and in giving effect to rates fixed by State 
Transport Authorities. (Para 37) 

20. To secure the required measure of expansion as well as to obtain 
higher standards of efficiency in the services rendered, it is essential that a 
steadily increasing proportion of the private industry engaged in road trans¬ 
port should take the form of viable and well-organised units. (Para 38) 

21. Reorganisation of the road transport industry has to be considered 
in three main directions. Firstly, small operators should be helped to join 
together to form viable units. For practical purposes, a fleet of 10 or more 
vehicles may be held to constitute a viable unit. To encourage operators to 
merge into viable units capable of rendering efficient service, certain conces¬ 
sions and facilities could be offered. Secondly, cooperative transport under¬ 
takings should be actively promoted as a matter of public policy. Thirdly it 
is essential to provide in the legislation for the formation at the State and 
regional level of associations of transport operators with specific functions 
and responsibilities. (Para 38) 

22. Unless banks and other financial institutions come forward to pro¬ 
vide financing and refinancing facilities in a big way, it will not be possible 
to secure the development of the road transport industry along sound and 
efficient lines, or to realise the measure of development envisaged for the 
Fourth Five Year Plan. This is a problem of such critical importance and 
dimensions as to demand the special attention of the Ministries of Finance 
and Transport and of the Reserve Bank of India and the State Bank of 
India. (Para 39) 

23. With the growth of towns and cities and more rapid development in 
the countryside, passenger transport services constitute a business completely 
free from risk, highly profitable as an investment and essentially a public 
utility suitable for operation on a public and semi-public basis. Therefore, 
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there are valid economic grounds in favour of State Governments proceeding 
towards enlargement of their own share and the share of municipal and 
cooperative undertakings in passenger transport. State Governments 
should give a due place in their Five Year Plans to the development of 
passenger transport in the State, municipal and cooperative sectors, each 
State determining the extent of advance in any given period according to 
its assessment of development needs in different regions, specially those still 
inadequately developed, and the resources it can make available. To a large 
extent, such development can and should be self-financing, the profits and 
reserves of existing undertakings being ploughed back into the industry. 
From this aspect, the question of forms of management of road transport 
undertakings owned and operated by State Governments is of very great 
importance. The quality of management is the crucial factor in the rapid 
development of road transport a.s a public enterprise. The expansion of 
Government’s role and the form of organisation should not be considered to 
be separate and unrelated issues. (Para 42) 

24. In the field of goods transport, so far, the problems presented by roatl 
transport has not received sufficient consideration in terms of the scale of 
development called for, the requirements of the more backward regions, 
coordination in relation to rail transport and other services and the question 
of finance of operators. These are soma of the basic issues in transport policy 
at the national level. The existing legislation has failed to secure the deve¬ 
lopment of the industry along sound and efficient lines, or to achieve proper 
coordination between rail and road transport. Instead, it has provided the 
basis for a restrictive and unintegrated approach to the development of road 
transport. (Para 44) 

25. The question whether Government should participate in goods ser¬ 
vices has to be considered with reference to certain objective facts : 

(i) During the Fourth Plan, goods traffic is likely to increase by 
about 70 per cent. It is hoped that the private sector will be 
able to undertake a large part of this development, but it may 
well be necessary to supplement this effort. 

(ii) In several States, there are substantial regions in which develop¬ 
ment has lagged behind and in whose future growth road 
transport can make an important contribution. Private industry 
does not always move readily into such areas. Even after allow¬ 
ing for suitable encouragement and concessions to existing and 
potential private operators there may be need in certain situa¬ 
tions for promoting State and cooperative enterprises. 

(iii) In the Assam region and in Jammu & Kashmir, the economy 
is affected adversely by high costs of transport as well as by 
inadequacy of transport. Experience suggests that private ser¬ 
vices in these regions are more likely to be developed and 
maintained on a reasonable scale if, at the same time, there is 
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a significant area of public activity, such as will continue unin¬ 
terrupted even under different circumstances. 

(iv) Reorganisation of the road transport industry along sound and 
economic lines in public undertakings could fill important gaps 
in the network of the services in a complex and growing eco¬ 
nomy, which is yet lacking in balance in many ways, and could 
help speed the reorganisation of the road transport industry 
along sound and economic lines. They could set standards of 
performance which could be applied progressively to the indus¬ 
try as a whole, besides providing fair opportunity to small 
operators, encouraging them to come into viable units and 
helping to link up their operations more closely with the larger 
undertakings. 

(v) Public undertakings can facilitate the active participation of the 
railways in long distance goods transport by road and thus 
promote overall transport development. 

For these reasons, as the resources permit, State Governments should 
make a beginning in the operation of goods transport services, associating 
the railways as partners in this activity. As a first step, they may extend the 
scope of existing State Road Transport Undertakings and, where necessary, 
new corporate undertakings could be set up. Such public participation in 
goods transport is visualised, not as a scheme of nationalisation to be put 
through now or in the future, but as an attempt to forge a necessary instru¬ 
ment for the strengthening the road transport industry as a whole and 
achieving coordination between different forms of transport in the interest 
of the national economy. How far this effort may proceed will depend upon 
the economic results achieved and the efficiency with which the services are 
operated. However, considering all the facts and the claims on their 
resources, in most States, the advance in the direction of public participation 
in goods transport during the Fourth Plan is not likely to be on any signi¬ 
ficant scale. (Para 45) 

26. In relation to long-distance inter-State routes, it is considered neces¬ 
sary to promote some measure of public participation so as to bring together 
the Central and State Governments and the Railways as partners in an effort 
to achieve such coordination between rail and road transport as will help 
expand road transport, reduee the existing restrictions, bring about cheaper 
and more efficient transport, induce suitable adjustments in railway rating 
policies and promote a coordinated and planned approach to the develop¬ 
ment of transport services. Therefore, it is proposed that a Corporation to 
operate long-distance goods transport services on selected inter-State routes 
may be formed. In this the Central Government, through the Ministry of 
Transport, the Railway Board and the States concerned, may provide capi¬ 
tal in suitable proportions, for instance, in the ratio of 30, 30 and 40 res¬ 
pectively. The Corporation should work in close cooperation with under- 
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takings sponsored by States and with associations of road transport operators 
and should, in particular, give special support to small operators. (Para 45) 

27. It is already Government’s policy to encourage the formation of 
cooperative transport organisations. These could be of value in several 
fields, notably, in the transport of agricultural produce, in hilly regions and 
other areas where existing road transport services are inadequate, and for 
carrying fruits and vegetables, milk, fish and perishable goods. It is of course 
important that cooperative organisations should be both genuine and well 
managed and every care must be taken to see that the support and conces¬ 
sions which it is necessary to give to cooperatives are not misused. 
(Para 46) 

28. In addition to bringing about greater coordination in services. Cor¬ 
porations arc essential for mobilising the internal resources needed for the 
continuous expansion of road transport undertakings and for measuring and 
cnforeing standards of efficient management. Corporations would have much 
greater autonomy in the management and operation of commercial services, 
in the use of internal resources and in mobilising resources for future deve¬ 
lopment than obtains in the case of departmental undertakings. 

It is hoped that States which have not so far set up Corporations will 
agree to re-examine their earlier views specially in the context of future 
dWelopment and expansion of goods transport services. This would facilitate 
planned and coordinated development of road transport in which both public 
.and private operators and the Railways have a valuable part to play. 
(Paras 48 and 49) 

29. The work of the Association of State Transport Undertakings should 
help in bringing about uniformity of practices and better tests of efficiency 
among State and municipal transport undertakings and promote schemes for 
strengthening the economy of small operators and achieving greater coordi¬ 
nation with the services offered by the Zonal Railways. (Para 50) 


Chapter VII —Taxation of commercial motor transport 

1. Question concerning the level and quantum of taxation falling on 
the road transport industry and its incidence are being enquired into by 
another Committee constituted by the Ministry of Transport. The issues 
for consideration in this Report are (a) whether the various taxes which 
motor transport bears cannot be consolidated and their diversity reduced, 
(b) whether means can be found to bring about greater uniformity in taxa¬ 
tion prevailing in different parts of the country, and (c) whether the system 
of motor taxation can be brought into closer harmony with the scheme of 
regulation recommended in the Report. (Para 1) 

2. The broad approach to the taxation of commercial motor transport 
should be in line with the principles which determine the regulation and 
development of road transport. Tire tax .system should be so devised as to 
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contribute to the maximum extent to the development of an efficient, well- 
organised and technologically progjiessive road transport industry. 
(Paras 1 and 2) 

3. Both in respect of taxes on passengers and taxes on goods, satisfac¬ 
tory principles have still to be evolved. In a number of ways these taxes 
arc a source of inconvenience. In particular, in the case of goods taxes, 
where a route passes througjh more than one State, taxes have to be paid 
separately within each State and for each trip, even though the operator may 
not be authorised to pick up or deliver goods in the intermediate territories. 
This difficulty has recently diminished in the case of regular permits through 
arrangements for compounding the tax on an annual or quarterly basis. 
(Para 9) 

4. Octroi duties should be abolished. There has been general agree¬ 
ment on the vexatious and inhibitary nature of octroi duties and the abtises 
to which they are prone, but action leading to their abolition has proceeded 
very slowly. (Para 10) 

5. Tolls slow down traffic, but can be justified under certain circums¬ 
tances, as in the case of costly works which might not be otherwise under¬ 
taken. (Para 11) 

6. Since the State Government levies a motor vehicles tax to enable a 
vehicle to operate on various specified routes, the imposition of a further 
wheel tax is hardly justified. (Para 12) 

7. Where passenger and goods taxes exist, they should be levied on a 
simplified basis as a lumpsum paid along with the motor vehicles tax for 
periods, such as, a year, or a quarter or even on monthly basis. In fact, 
passenger and goods taxes should not be levied separately and should be 
consolidated with the motor vehicles tax as has been done in Andhra 
Pradesh. Further, the same agency should be responsible for the collection 
of the motor vehicles tax and of passenger and goods taxes. (Paras 15 
and 16) 

8. In respect of vehicles operating on inter-State routes, all State Govern¬ 
ments have agreed to single point taxation, but this applies only to vehicles 
operating on regular permits. The greater part of inter-State traffic is being 
undertaken on the basis of temporary permits, which tend to be renewed 
for further periods. Besides the financial burden, the system leads to a 
great deal of harassment. (Para 17) 

9. Unless the system of taxation of commercial motor transport is 
modified to meet the requirements of inter-State traffic, it may not be possible 
to implement the recommendations made in the Report for regulation and 
development of road transport. Therefore, certain minimum changes in 
the taK system are a necessary ingredient in the scheme of road transport 
development. (Para 18) 

10. There would be greater uniformity in levels of taxation if taxation 
of motor vehicles throughout the country were regulated under Union legis- 
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lation and this would assist the deyclopment of road transport. For reasons 
explained earlier, it is felt that the minimum change needed is to bring taxa¬ 
tion, now under the exclusive iuiisdiction of State Legislatures, under 
Lnlries 56 and 57 di the State List within the concurrent jurisdiction of the 
States and the Centre under the Seventh Schedule of the Constitution. 

Where taxes are levied and collected under the authority of Parliament, 
the proceeds should be assigned to the States, for which the necessary 
provision already exists in Article 269 of the Constitution a.s amended a 
few years ago. 

It is envisaged that Parliamentary authority will be used to determine 
taxation pertaining to inter-State movement and to support, thus, the 
scheme of regulation of inter-State road transport and road-rail coordination 
which we have recommended. 

In accordance with the general principles of motor vehicles taxation laid 
down by Parliament, individual States should be free to determine tax rates 
us applicable to operations on intra-State routes. 

An amendment of the Constitution on the lines proposed above (item 
9) will be in the best national interest. It is hoped that the Central Govern¬ 
ment will find it possible to take the necessary initiative in the near future. 
This proposal retains the existing legislative power of the States, without 
making it exclusive and, at the same time, it safeguards their financial interest 
in as much as the proceeds of any taxation which is imposed by virtue of 
Parliament’s authority will be distributed wholly to the States. 

The advantages of the proposals outlined above would be that the 
scheme of road transport regulation which is recommended here will become 
capable of practical implementation. On inter-State routes there will be 
a single motor vehicles tax, the rates being adjusted according to capacity 
and di.stance of operation, but applicable uniformly throughout the country. 
The tax will be paid at the place of registration, although the proceeds wiH 
be distributed among various States according to appropriate criteria. 
(Paras 19—-21) 

11. On inter-State routes, there should be no need to levy separate 
passenger and goods taxes. Vehicles operating on these routes, being dis¬ 
tinctive also in colour, can be exempted from octroi and local taxes other 
than special tolls on bridges, tunnels etc. Moreover, since, uniform prin¬ 
ciples of motor vehicles taxation will be adopted, and tax rates proposed by 
the Centre for inter-State routes will provide a broad guide and some 
kind of upper limit for taxes levied directly by State Governments on vehicles 
operating on permits issued .'mder their own authority. (Para 21) 

12. With greater uni’^Trmity in motor taxation and more common norms 
being established, it should be possible also to devise suitable concessions 
aad incentives to stimulate the growth of road transport in the more back- 
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ward regions, in hilly areas and in tracts in which, in the past, transport 
facilities have tended to lag behind. (Para 21) 

Chapter VIII —Coastal shipping and rail sea coordination 

1. The future role of coastal shipping has to be considered in relation to 
its over all national and strategic importance. 

The future expansion of coastal shipping has to be planned with refer¬ 
ence to a few selected commodities which constitute important components 
of icoastal cargo, namely, coal, salt and cement. (Para 32) 

i 2. As regards the future of coastal shipment of coal, in principle, there 
is a good case for continuing shipments from the Bengal-Bihar coalfields to 
southern and western India at the level of about 1.5 million tonnes per 
annum, subject to minor variations. In the existing conditions, costs of 
coastal shipping compare unfavourably with railway costs except in the case 
of Tuticorin, Goa and Kandla. However, with the development of Haldia 
poft and with suitable improvements in the design of ships, significant eco¬ 
nomies in costs of coastal shipping should be possible. The policy for 
building up a coastal tonnage and programmes for giving effect to it have 
to be based on long-term national considerations. (Para 33) 

3. As regards traffic in salt and cement, in so far as this could be carried 
by colliers in the direction of empty movement, it should considerably help 
thej economics of coastal shipping. The quantities to be moved by the sea 
rotite should be assessed after considering the comparative costs of produc¬ 
tion and movement in different regions of the country and changes in the 
patterns of production and consumption anticipated over the next decade 
or so. (Para 34) 

4. The advantages of coastal shipping for the movement of general cargo 
will increase if steps are taken to arrange for through booking facilities with 
the railways and the necessary facilities are developed at a number of ports 
in the country. (Para 35) 

5. It would be desirable to provide for specially designed vessels suited 
for carrying general cargo from port to port. (Para 35) 

6. Having regard to low incomes and standards of living in the coastal 
areas, it is essential to evolve programmes for promoting economic and 
industrial development in these areas. General cargo services touching on 
a large number of minor ports could be encouraged and, to begin with, 
such services might be organised for selected ports. (Para 35) 

7. It will be desirable for the Government to ensure that a certain mini- 
mup of tonnage is retained on the coast so that the requirements of coastal 
traffic are not starved. At the same time, the composition of the coastal 
fleet should be such that a proportion of the ships can be shifted to over- 
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•seas trade if there is not sufficient demand for them on the coast. This will 
help ensure efficient utilisation of the ships. (Para 37) 

8. It is essential to consider whether important economies in capital cost 
and operational expenses will not be secured if, in place of as many as 27 
companies of varying size, many of them operating their small fleets in an 
indifferent manner round the coast, a scheme for unified control and opera¬ 
tion cannot be evolved with the cooperation of the industry. This could 
take the form of a Corporation promoted by the Central Government to 
which the Central Government and the existing shipping companies might 
subscribe. A single Corporation operating the coastal fleet will be in a 
position to secure fuller utilisation of the existing ships, provide regular 
services, improve operational efficiency, both directly and through improve¬ 
ment of facilities at the ports, and take steps to replace overaged ships. The 
Corporation could also operate shipping services to neighbouring countries. 
'Fhe Corporation should endeavour to carry a large share of the imported 
crude oil. Since a part of the movement of coal by sea is sustained by the 
railways, if they so desired, the railways could also subscribe towards the 
capital of the Corporation. Steps along these lines will help improve the 
comparative costs of coastal shipping and facilitate coordination in rates 
and traffic with the railways. (Para 38) 

9. In the last analysis it will be by creating conditions in which coastal 
sea transport can be operated more efficiently and at lower cost that it can 
become a viable national industry. When the basic facts of the situation 
arc so clearly established, it would be an error to let the coastal shipping 
industry continue with its present unorganised and ill-equipped structure. 
(Para 38) 

Chapter IX —Ports and Harbours 

1. The Central Government should insist on Port Trusts, specially in the 
larger ports, finding all the internal resources they can for development. 
They should be encouraged to seek loans directly from the market and 
to this end they should receive the necessary support from the Reserve 
Bank of India and the Government of India. As a matter of policy. Port 
Trusts should be expected so to manage their operations as to be able to 
draw at least part of their capital from the market. (Para 4) 

2. The industrial and engineering capacities available in the country 
can be harnessed to much greater advantage than at present. If this is 
done, most of the equipment required by ports can be provided within the 
country in a comparatively short period. For this purpose, it is essential 
to strengthen the existing technical arrangements available within the Central 
Government. It is suggested that a special unit should be established 
within the Department of Technical Development to assist the Ministry of 
TrsnspOTt, Fort Administrations and the industry in mobilising indigenous 
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manufacturing capacity for meeting the requirements of ports. Port Adminis¬ 
trations should be enabled to prepare forward plans continuously for three 
or four years and place firm orders on indigenous manufacturers. It would 
be worthwhile to explore the possibility of establishing groups of manufac¬ 
turers of different categories of port equipment and other related equipment 
and assist them with the balancing plants needed as well as the minimum 
supply of components and spares. (Para 7) 

3. Engineering organisations in the Ports should be strengthened and 
each Port Administration should be asked to lay down a phased programme 
for this purpose. (Para 8) 

4. It is essential to take steps to establish a central organisation which 
can assist the major ports in preparing designs and specifications and in 
working out detailed project reports and where necessary in supervising 
construction opefa'tions in selected intermediate and minor ports. The 
office of the Development Adviser under the Transport Ministry provides 
nucleus for such a technical organisation but, as at present organised, it is 
clearly inadequate. 

The building up of an adequate technical organisation for port construc¬ 
tion and development is a basic national need and a matter calling for urgent 
action on the part of the Central Government. (Para 8) 

5. It would be an advantage if the period of rapid and accelerated port 
construction now coming to a close could be followed by a period of consoli¬ 
dation and efforts to improve operational efficiency. At the same time as 
new construction projects have to be taken up, it is suggested that port deve¬ 
lopment plans should embody schemes for increasing capacities as well as 
programmes for efficient utilisation of the capacities created. (Para 9) 

6. Each port should have a long-term programme of development, 
extending at least to a period of ten to fifteen years. The plan should be 
supported by more adequate economic studies and projections than have 
been available in the past. Ports like Calcutta, Bombay, Madras, Visakha- 
patnam and Cochin should be equipped with economic intelligence units of 
adequate quality. (Para 10) 

7. The Ministry of Transport, in consultation with the Planning Com¬ 
mission and the Ministries concerned, should initiate a concerted effort in 
which all the major ports would cooperate in formulating a long-term 
plan of port development for the country as a whole. Within this broad 
framework, which will need to be revised at appropriate intervals, it should 
be possible for each port to determine its own plan in fuller detail. (Para 10) 

8. For the higher levels of technical and administrative personnel there 
should be some kind of common ‘pool’ jointly maintained by the major 
ports. Such a ‘pool’ will provide all ports with trained and experienced 
personnel to fill positions involving higher responsibilities. Common systems 
for recruitment of officer cadres should also be evolved. From the aspect 
of efficiency of management, it is essential that considerable proportion of 
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the top positions in the ports should be filled by individuals who liave spent 
the greater part of their careers working in the ports. It is hoped that the 
Ministry of Transport will take early steps to evolve a suitable scheme in 
consultation with Port authorities. (Para 11) 

9. It is necessary to develop institutional facilities for training in harbour 
engineering. A beginning in this direction has been made at the Institute 
of Technology in Bombay, but there is need to plan facilities on a larger 
scale and to utilise them more adequately than at present. There is scope 
also for close cooperation between the major ports in providing in-service 
training programmes for various categories of personnel. (Para 11) 

10. It is important that costs of various services rendered by port autho¬ 
rities should be known precisely and that port charges should be related to 
known costs. It is also essential that each port should have a cell for 
pursuing programmes for reducing the time taken and the costs incurred in 
different operations. Such a programme must necessarily be undertaken 
with the support of labour and should be based on efforts to raise the level 
of labour productivity through incentive schemes and other means. (Para 
12 ) 

11. Development of port capacities and efforts to increase operational 
efficiency should be regarded as continuous processes. Essential port deve^ 
lopment schemes should be approved at the earliest stage feasible and their 
execution expedited, so that the capacity of the ports to handle traffic should 
be developed in advance of actual need. At the larger ports, and specially 
in Bombay and Calcutta (of which Haldia will be a subsidiary port), there 
should be a fair amount of reserve capacity which can be drawn upon 
readily. (Para 13) 

12. There has been already a measure of delay in initiating advance 
action on several port development schemes in anticipation of the Fourth 
Five Year Plan. It is suggested that an early review should be made by 
the Ministry of Transport of the position in all the ports and specially at 
Bombay, Calcutta and Visakhapatnam, so that appropriate action may be 
taken at an early date. (Para 13) 

Chapter X —Inland Water Transport 

1. Problems of development of inland water transport have to be consi¬ 
dered in different regions separately according to the nature of the water¬ 
ways and conditions of traffic available in each region. 

In the interest of overall economic development and utilisation of avail¬ 
able communication facilities, it is important that the waterways potential 
of different regions should be put to productive use. Advantage should be 
taken of recent technological advances to achieve possible economies offer¬ 
ed by this natural mode of transport, for instance, of better mechanically 
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Operated craft witli greater power and capacity to move traffic in bulk. 
(Para 5) 

2. Development of inland water transport has to be viewed in each 
region in the context of integrated regional transport plans within the frame¬ 
work of the transport plan of the country as a whole. It is of the utmost 
importance that in each region, to the extent necessary, water transport 
services should be fully coordinated with services provided by the railways 
and by road transport. (Para 6) 

f3. To ensure development of waterways potential, where natural condi¬ 
tions are favourable, it is necessary to work out long-term plans, keeping 
in ^iew a perspective of at least ten to fifteen years. 

A beginning with the setting up of an organisation for inland water 
transport has been recently made by the Ministry of Transport. If this 
organisation is adequately developed, it should be possible for the Centre 
to assist the States in evolving suitable plans for future development. 

jHaving regard to initial costs of development, some of the waterways 
may not be financially viable at least for a period. Efforts, therefore, should 
be made to work into the plans of regional development of waterways, 
principles and methods of direct or indirect financial support to be given to 
waterways services, say, for a period of five years or so. The necessary 
resources for development should be provided under the Five Year Plans. 
(Para 7) 

4 . In the north-eastern region, while railway services on the metre gauge 
line could be made self-contained, the broad gauge services have necessarily 
to be integrated with waterways and road services. Traffic terminating on 
the broad gauge line at Jogigopa has to be carried further inside the region 
by waterways and road services. Similarly, certain types of traffic origi¬ 
nating in the region such as are intended for destinations in India on the broad 
gauge railway system could best be carried up to Jogigopa by road and river. 
The traffic in respect of which integrated transport services have specially 
to be organised will consist largely of jute, tea and wax in the outgoing 
direction and cement, foodgrains, fertilisers and salt in the incoming direc¬ 
tion. In order that rail, road and water transport services function as parts 
of a composite network in the region, it will be necessary to work out 
arrangements for pooling their operations and also to have facilities like 
common booking and transhipment and through freights and fares. (Para 
11 ) 

5. Having regard to the location of Assam and other adjoining States 
in the north-east region, it is of the utmost importance that costs of trans¬ 
port of essential goods moving from or to the region are kept to the 
minitpum. It is from this point of view that it will be desirable to work 
progressively towards a scheme of pooling of rates and fares, and to consider 
possibilities of cross-subsidisation of different transport .services so that, 
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over a periodj as the economy of the Assam region develops, the system can 
pay for itself. Plans for the development of waterways have to bs thought 
of in this wider perspective. (Para 11) 

6. Having regard to the nature of conservancy work involved in the 
Brahmaputra and its tributaries, and, for that matter in other major river 
systems in the country, overall responsibility for conservancy should be 
accepted by the Central Government. It will be necessary to ensure syste¬ 
matic study of the methods of river training and conservancy, the improve¬ 
ments needed, the capital required for conservancy works, and the organisa¬ 
tional arrangements which may be required. The costs of conservancy 
have to be carefully worked out. It will also be essential to have an adequate 
organisation at the State level, and to assign to it effective responsibility for 
developing and maintaining the waterways in the region. (Para 12) 

7. Having regard particularly to the needs of the relatively undevelop¬ 
ed areas such as eastern Uttar Pradesh and north Bihar served by the 
Ganga river system, we hope that plans for developing navigation in the 
rivers will be drawn up and integrated with the general economic develop¬ 
ment plans of comparatively less developed areas in which every resource 
offered by nature needs to be stretched to the maximum advantage. (Para 
15) 

8. The success of plans for development of inland services in the Ganga 
river system will depend, in a large measure, on the feasibility of maintain¬ 
ing navigable channels in the rivers, a serious problem in this connection 
being bank erosion. River training works and adequate conservancy 
arrangements are, therefore, of great importance. (Para 15) 

9. In view of the construction of the Farakka Barrage and the connected 
development of the river Bhagirathi, it is necessary to make a fresh appraisal 
of potential of the all-India waterways between Calcutta through Patna and 
Uttar Pradesh. Technical and economic prdblems connected with this deve¬ 
lopment should be considered as part of this appraisal. (Para 15) 

10. An essential step is to build up a suitable organisation which can 
undertake responsibility for developing and maintaining the waterways in 
Kerala, including introduction of better craft and for organising and assist¬ 
ing boatmen with a view to enabling them to provide services on a commer¬ 
cial basis. This organisation should work out detailed plans for the deve¬ 
lopment and operation of waterways as an integral part of the transport 
system in the State covering a period of ten to fifteen years. (Para 17) 

11. A detailed project for the development of Mormugao port is now 
under preparation. Along with this project, it is necessary to prepare a 
plan for the development of waterways with a view to realising their eco¬ 
nomies in the transport of iron ore to the maximum extent possible. (Para 
18) 

12. Paradeep has been developed as an all-weather port with alongside 
facilities and an express highway which will provide a direct road link 
from the mines to the port is about to be completed. The future of water- 
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ways particularly from the point of view of export of iron ore through 
Paradeep, has to be assessed afresh in the context of these developments. 
(Para 19) 

13. In Andhra Pradesh, the Krishna and the Godavari delta canals 
provide vital lines of communication connecting the Kakinada and Masuli- 
patnam ports and suggestions have been made for development of these 
waterways. In other States also, particularly Maharashtra and Gujarat, 
there are waterways whose potential could be developed further. (Para 20) 

14. Measures have to be considered for utilising the potential offered 
by the Damodar Valley Corporation Canal. (Para 21) 

Chapter XI —Pipelines and Ropeways 

1. In India pipelines have come into increasing use in recent years and 
may be expected to play a larger role in the future due to developments like 
movement of crude oil, oil exploration, oil refining and petro-chemical 
industries. (Para 1) 

2. Pipelines entail heavy fixed costs, but their operating costs are low, 
average costs per tonne-kilometre depending largely on the throughput. 
However, since pipelines must be used for specific products, it is important 
that projections of future traffic requirements should be made with special 
care. (Para 4) 

3. (i) In view of the capital intensive character of investment in pipe¬ 
lines, it is suggested that the Ministry of Petroleum and Chemical Industries 
should make an early appraisal so as to establish operational cost data which 
may provide guidance in future projects. 

(ii) Though the experience gained so far is limited, it should still be 
possible to verify the assumptions and estimates made at the time of taking 
the initial investment decisions and to set appropriate norms for future 
development and operation of pipelines. 

(iii) In respect of product pipelines, distribution costs in relation to 
various consuming centres should be assessed and an attempt made to ascer¬ 
tain the cost to the economy as a whole. 

(iv) While comparing the economics of pipelines and rail or road trans¬ 
port it wilt be important to assess the extent of capacity already available 
and the desirability of putting existing investments to full use, taking into 
account the foreign exchange costs of pipelines. (Para 5) 

4. Pipelines have also a significant role to play in respect of petro¬ 
chemical industries and fertiliser production. Scope or use of pipelines to 
supply coal from washeries to nearby steel plants and power houses deserves 
closer investigation. (Para 6) 

5. (i) Ropeways are used mainly for carrying bulk materials like 
sand, coal, stone, ore etc. They are suitable for comparatively short hauls 
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over terrain where construction of roads or provision of other transport ic 
either not feasible or is too expensive, provided also that there is a steady 
flow of material to be moved. 

(ii) In view of the high capital cost and the large foreign exchange com¬ 
ponent, the economic feasibility of costlier ropeway projects should be 
examined closely before approval is given. (Para 7) 

Chapter XII —Air Transport 

1. The present is an appropriate time to undertake a fresh review of the 
existing fare and freight structure, the principles of pricing followed as well 
as the system of cost and budgetary control employed by Indian Airlines 
Corporation, having regard specially to the programme of development 
envisaged for the Fourth Plan period. While there might be marginal 
adjustments from year to year, as a matter of policy, these various aspects 
should receive fresh and systematic scrutiny on the part of the Corporation 
and the Government at regular intervals. (Para 6) 

2. The existing network of services is relatively adequate in relation to 
trunk routes. These are operated with comparatively greater efficiency and 
provide a higher level of service than the regional routes. While steps are 
being taken by the Ministry of Civil Aviation to bring about improvements 
on many of the regional routes, civil aviation and communication facilities 
are admittedly deficient. (Para 8) 

3. Several new and growing centres of economic and industrial import¬ 
ance need to be better served, for instance, the industrial complexes of the 
•coal-steel belt. Economic development in a number of regions in the 
country could be accelerated and their administration greatly facilitated if 
more adequate air services could be provided. Of these, the most import¬ 
ant instance is that of the Assam region, where a regional network of services 
based on the area itself is a priority requirement equally from the economic, 
administrative and political aspects. Large tracts in the country, specially 
in Madhya Pradesh, Orissa and parts of Andhra Pradesh need to be served 
more effectively than at present. In the southern region also, there is scope 
for developing new sources of traffic. It is, therefore, suggested that a 
reappraisal of the existing structure of air services should be undertaken by 
the Indian Airlines Corporation in consultation with the Government. 

The objectives of development and profitability would have to be care¬ 
fully reconciled in the context of the present economic and industrial require¬ 
ments and likely development over the next few years. (Para 8) 

4. By its very nature, air transport offers somewhat limited scope for 
coordination with other modes of transport. Nevertheless, specially in the 
regions referred to above, air transport requirements need to be studied along 
with the requirements of other transport services so that, to the extent 
possible, plans of development could take such assessment into account. It 
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would be desirable to evolve a carefully worked out overall plan for the 
future development of domestic air services. Along with these, comple¬ 
mentary civil aviation and aeronautical facilities will also need to be planned 
for. 


For a period, it would be necessary to take special steps to diminish 
possible losses. Fares and freights might vary in different regions. As & 
matter of policy various measures may be necessary to assure the volume of 
traffic needed to facilitate economic operation. Composite cargo passenger 
services may be found feasible. Decisions of this nature have to be taken 
by the Government as part of coordinated regional transport plans. (Para- 

9) 

5. The Civil Aviation Development Fund recently set up by the Govern¬ 
ment of India should assist in developing services along the lines proposed 
above. 

The introduction or discontinuance of a particular air service should' 
in each case be considered in relation to the total transport requirements of 
a region and the requisite traffic and the possibilities of economic operation 
should be explored as far as possible through a coordinated scheme of deve¬ 
lopment which encompasses all the principal modes of transport. As- 
resources permit and favourable technological developments occur over a 
period, the effort should be to introduce aircraft which can operate at low 
cost even over short distances. (Para 10) 

6. It is suggested that there should be a re-examination by the Indian 
Airlines Corporation and the Government of existing arrangements for the 
operation and control of domestic air services at the regional level. It is 
realised that trunk air services account for about 70 per cent of the total 
revenue and there are limits to the regionalisation of services. However, 
if regional organisations were more adequately equipped and could serve as- 
semi-autonomous and self-contained units for costs, profits, etc. there might 
be gains in performance both operationally and in economic terms. Taking 
Delhi, Bombay, Calcutta and Madras as the principal centres for regional 
operation, it would be appropriate also to separate headquarters costs from 
those of the Delhi, Boipbay and Calcutta regions. Also, specially in the case 
of Calcutta, in view of the difficulties of operation and other problems which 
have come into prominence more recently, there would be advantage in 
establishing a subordinate unit for operations within the Assam region. If 
need be, within the Assam region, the resources of private operators could 
also be pooled and utilised as part of a wider system under the control and 
direction of the Indian Airlines Corporation. (Para 11) 

7. With the economic and industrial development now under way and 
that projected for the future, air transport will have a larger and more- 
significant role. Questions bearing on coordinated operations of air ser-* 
vices along with other services will now call for closer study. More 
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specially, in relation to the requirements of large parts of the country, such 
as the Assam region, the coal-steel belt and the southern region, the possible 
contribution of air transport to future development will have to be identified 
and provided for in future plans. (Para 12) 

8. Air services have a vital role in the promotion of tourism. From this 
aspect it is necessary to stiess the quality of service available, both on regional 
and on trunk routes, and the need to improve the existing travel facilities, 
transport, accommodation, catering and other conveniences, specially out¬ 
side the metropolitan centres. (Para 12) 


Chapter XU I —-Machinery for coordinating’ transport programmes and 

policies 

1. For achieving coordination between transport programmes and 
policies, it is essential to develop adequate machinery, organisation and 
instruments for giving effect to approved programmes and policies and review¬ 
ing them from time to time as part of a functioning system, in which all the 
agencies concerned, both at the Centre and in the States, act as partners 
working within a framework of common policies and assumptions. Any 
machinery that may be devised must change and grow over a period until 
it becomes more adequate to the task entrusted to it and can operate with 
the necessary knowledge of facts and problems and a degree of flexibility in 
dealing with changing situations. (Para 1) 

2. It is essential to devise suitable machinery within the Central Govera- 
ment as well as at the State level for carrying out the policies outlined in 
the Report and, more specially, for assessing the volume and composition of 
traffic, coordinating investments, obtaining data on relative costs, fares and 
freights, proposing from time to time appropriate fiscal measures and pricing 
policies and changes in the scheme of regulation, and promoting greater 
integration between different services. (Para 3) 

3. Action by way of ‘coordination’ lies between ‘planning' at one end 
and ‘operations’ at the other. The principal tasks to be undertaken by way 
of coordination are : 

(a) to study from time to time the relative costs of prerviding differ¬ 
ent transport services and Government’s fiscal and pricing' 
policies and related fare and freight structures, having regard 
to the scheme of allocation of traffic under the approved plan 
of development; 

(b) to propose measures for correcting imbalances between avail¬ 
ability of transport and the requirements of the economy in res¬ 
pect of different modes of transport both in the aggregate and: 

; in different parts of the country; and 
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(c) to suggest specific measures for the regulation of transport in 
pursuance of principles and policies approved by Government, 
including traffic envisaged for different services (Para 4) 

4. ‘Coordination’ has to be achieved in the following principal contexts : 

(a) between the network of transport services taken together and 
the requirements of transport for the economy as a whole; 

(b) between different transport services inter se and, more specially 
between— 

(i) rail and road transport; 

(ii) rail, road and inland water transport; and 

(iii) rail and coastal sea transport; 

(c) within the Central Government, between the Ministries con¬ 
cerned with transport and problems of policy affecting trans¬ 
port; 

(d) between the Central Government and each of the State Govern¬ 
ments; and 

(e) within each State or region, between different transport ser- 
viceSj specially rail, road, inland water transport and ports. 

In a sense, these are different facets of a common problem which arise 
inevitably as between various modes of transport and at different levels 
within the national economy. (Para 7) 

5. In the field of transport, the overall responsibility of the Centra! 
Government is a necessary condition of planned and coordinated develop¬ 
ment. The Central Government is in a position to see the picture as a 
whole in relation to the present and future needs of the economy and to 
integrate with these the requirements of national defence. It can provide an 
appropriate framework of policy—economic, social and legal—^within 
which State Governments may undertake development in the spheres assign¬ 
ed to l^em and ensure the necessary coordination between different transport 
services. (Para 8) 

6. Within the Central Government, three main agencies are at present 
responsible for providing transport services—the Ministry of Railways, the 
Ministry of Transport and the Ministry of Civil Aviation. In principle, it 
is possible that functions entrusted to these Ministries could be assigned to 
a single Ministry incharge of transport. This would be in itself an extremely 
heavy burden to carry. While such a course may make it easier to view 
the various media of transport as a composite network and as a total service 
to be provided in adequate quantity and at the appropriate level of efficiency, 
.problems of coordination of transport go far beyond this limited issue. In 
either case, there wiU be need for special arrangements for achieving co¬ 
ordination on a continuing basis. The problem of creating a suitable machi¬ 
nery for the coordination of transport and equipping it adequately with 
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Tcsources and personnel for studying relative costs of providing different 
transport services and Government’s fiscal and pricing policies and related 
fare and freight structures, framing policies for the regulation of transport 
and anticipating and correcting short term imbalances should be regarded as 
a distinctive one. (Para 9) 

7. For any coordination machinery to function effectively, the first condi¬ 
tion is the building of an organisation capable of undertaking independent 
studies and economic appraisals, providing data on relative costs and follow¬ 
ing up decisions with authorities responsible for implementation. The nucleus 
of such an organisation is now available in the Joint Technical Group for 
Transport Planning. This unit should be strengthened and equipped ade¬ 
quately for undertaking studies and collection of data required for coordi¬ 
nating development programmes and rating policies in respect of different 
nodes of transport. (Para 12) 

8. The existing Planning Committee on Transport which guides the work 
of the Joint Technical Group for Transport Planning should be reconsti¬ 
tuted and should function as the Transport Planning and Coordination Com¬ 
mittee. The Joint Technical Group for Transport Planning should serve as 
the Technical Secretariat of the Transport Planning and Coordination Com¬ 
mittee. The Committee should meet at regular intervals and consider reports 
and studies prepared by the Joint Technical Group and research organisa¬ 
tions in the Ministries of Railways, Transport and Civil Aviation as well as 
;in the States. (Para 13) 

9. To facilitate consideration of important questions of policy and to 
provide guidance from time to time to the Transport Planning and Coordi¬ 
nation Committee and to the Ministries, we suggest that the Prime Minister 
may constitute a Committee of Ministers, consisting of the Ministers incharge 
of Railways, Transport and Civil Aviation, Minister of Industry, Minister of 
Planning, Minister of State in the Ministry of Finance, and the Member of 
the Planning Commission incharge of Transport. The Prime Minister may 
appoint a member of the Committee to serve as Chairman. (Para 14) 

10. The existing agencies for development and coordination at the 
national level include the National Harbour Board and the Transport 
Development Council, the latter being supported by an Advisory Com¬ 
mittee for Roads and Inland Water Transport. The Transport Develop¬ 
ment C ouncil has served as a useful forum for the consideration of common 
problems affecting the development specially of those sectors of transport 
which lull within the plans of States. In relation to these, it has done much 
to help evolve a consensus from the point of view of the country as a whole. 
(Para 15) 

11. To secure an adequate measure of coordinated action by way of 
implementation, the necessary machinery should exist and should be in a 
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position to function continuously and with the support of the Centre and 
the States. These considerations have led to the recommendation for the- 
setting up of the Council for Transport Coordination. This body would be 
concerned with the general and overall problems of coordination and, besides 
reviewing implementation of measures and policies pertaining to the co¬ 
ordination of transport, would provide direction and guidance to the road 
transport industry and other interests as well as advise on programmes of 
studies to be undertaken by the Joint Technical Group for Transport Plan¬ 
ning, by research organisations in the Ministries and technical units establish¬ 
ed in the States. The Council would be composed of members of the Com¬ 
mittee of Ministers on Transport at the Centre and State Ministers in¬ 
charge of Transport and Roads. The Council for Transport Coordination 
would supplement and carry further the work of the Transport Develop¬ 
ment Council, specially in fields where larger considerations of policy demand 
unified action between the Centre and the States and problems of the 
transport sector as a whole have to be considered in their wider setting. The 
Chainnan of the Committee of Ministers would serve as Chairman of the 
Council for Transport Coordination. The three organisations proposed 
above namely, the Transport Planning and Coordination Committee, the 
Central Committee of Ministers on Transport and the Council for Transport 
Coordination may be set up under a Resolution of the Government of India 
in the Cabinet Secretariat. (Para 16) 

12. In the scheme of coordination for road transport proposed in the 
Report, the broad line of distinction is between inter-State road traffic and 
intra-State road traffic. Corresponding to this, responsibility for coordinating 
road transport within a State would devolve on the State Transport Autho¬ 
rity, Since an overall view has to be taken of the requirements of road 
transport in terms of the integrated development of transport facilities. 
State Transport Authorities should function increasingly on the basis of 
systematic assessment of requirements for road transport made by them and, 
for the country as a whole, by the Inter-State Road Transport Commission. 
On wider questions bearing on policy and coordination, the Transport 
Planning and Coordination Committee at the Centre could provide a measure 
of support to the State Transport Authorities. (Para 18) 

13. To facilitate formulation of integrated transport plans for individual 
States or regions, it is recommended that each State Government should con¬ 
stitute a State Advisory Transport Board. Besides the principal agencies of 
the State Government, such as the Road Planning Board, the State Transport 
Authority, the Transport Commissioner or Secretary of the Transport 
Department and the Development Commissioner, others to be represented 
on the Board might be the General Managers of the main Zonal Railways, 
the Chairman of the Port Authority of the major port (if one exists in the 
State) and persons drawn from the road transport industry, both public and’ 
private. State Advisory Transport Boards are expected to give material help 
in the formulation and review of composite transport plans for the Fourth 
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and Fifth Pkin periods which, it is hoped, will emerge as a consequence of 
the regional transport surveys which are now under way in different parts of 
the country. (Para 19) 

14. To stimulate transport research and studies, both within tire 
Government and the universities, it is recommended that a Centre for Trans¬ 
port Research and Training should be developed. The Centre should under¬ 
take research into the basic problems of long term transport development, 
including studies of comparative costs, and should assist the Central 
Ministries and the States in undertaking special investigations and surveys. 
It should provide facilities for work and training to persons drawn from 
Central and State organisations concerned with different transport services, 
from the road transport and other transport industries and from universities. 
After it has made some headway, the Centre could provide not only inten¬ 
sive training courses for specialised personnel engaged in or required for 
research in transport problems, but also shorter orientation courses for senior 
personnel drawn from the railways, from road transport organisations, port 
administrations, shipping and major industrial projects. In due course, the 
work of the Centre should come to exert increasing iniluence on the quality 
of data available for planning and coordination and on methods of planning 
in the transport sector. 

Such a Centre could be set up as a non-government institution fully 
supported by the Planning) Commission and the Ministries of Railways, 
Transport and Civil Aviation and Finance and also the States, A detailed 
project should be drawn up and provided for as a specific scheme in the 
Fourth Five Year Plan. (Paras 20 and 21) 

Chapter XIV —Organisation and collection of data an traffic flows and 
transport costs 

1. In the discussion in this Report of problems of planning and co¬ 
ordination of different transport services, the need for two sets of key data 
has emerged repeatedly. These relate to traffic flow's and transport costs. 

(Para 1) 

2. For achieving a rational allocation of traffic and, therefore, a plan of 
investment in the interest of the economy as a whole, it is of the gTeate.st 
importance to obtain accurate information regarding the demand for the 
movement of commodities by different modes of transport and the relative 
costs of carrying them. Without these, it is not possible to work out pricing 
policies which may be justified on economic criteria or to know fully the 
implications of pricing policies which may in practice be followed. (Para 2) 

3. Unless it becomes possible to e,stablish and compare costs for given 
flows of traffic for different modes of transport, the essential objective of 
transport policy, namely, to develop the various modes as complementary 
services in such proportion and combinations as will meet the total need 
of the community, at a minimum cost to the economy, cannot be secured. 
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It is also essential to view this central objective in the context of growth^ 
more specially of changes in volume and composition in the services needed 
by the economy from period to period and, having regard tO' technological 
and other changes, the costs at which these services can be provided. 
(Para 3) 

4. At present, information on rail movements by commodities along 
specific routes or sections is not readily available and has to be processed 
afresh from primary data. With the mechanisation of traffic accounts and 
statistics on the Indian Railways and simplification of procedures now in 
progress it should become relatively easier in the future to obtain such data 
both more speedily and at regular intervals. (Para 5) 

5. In the work of the Joint Technical Group for Transport Planning, it 
has been envisaged that with the preparation of each Five Year Plan, oppor¬ 
tunity should be taken to review progress, collect afresh the basic data 
needed and project the long term transportation plan for a further period of 
ten or fifteen years. It is expected that the studies now in progress will 
enable the Central Ministries concerned, in cooperation with the Planning 
Commission and the States, to implement with fuller knowledge of detail and 
to elaborate further plans formulated for the development of transport for 
the Fourth Five Year Plan period. They should also assist the Planning 
Commission and other agencies in working out a broad plan for the period 
1971-76, sufficient at least to facilitate some of the basic decisions, and 
perhaps also to suggest certain guidelines for the period 1976-81. (Para 8) 

6. On the basis of the work already initiated, it is proposed that the 
Government of India should organise an all-India transportation survey at 
five yearly intervals. The survey should collect data for the last year of each 
Plan period. It should take advantage of all available data and should be 
undertaken as far as possible through existing research organisations in the 
Central Ministries and in the States. The help of research organisations 
outside the Government should also be taken. The detailed scope and 
methodology of the survey will need to be considered carefully in the light 
of the experience gained in commodity studies and the regional transport 
surveys. We believe that such a survey of transportation, covering all modes 
of transport and undertaken at regular interv’als, will be of great value in 
the planning and development of transport as well as in projecting the long 
term transportation requirements of the country and of different regions. 
(Para 8) 

7. It has now become incumbent on every transport enterprise, specially 
those operated by State undertakings and indeed in the transport sector as a 
whole, to develop adequate costing systems and to pursue the objective of 
cost reduction continuously and as a matter of general policy. This is a 
necessary condition if investments in the development of transport capa¬ 
cities are to make the contribution due from them to the rapid growth of the 
national economy. (Para 10) 
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8. Comparisons between costs of different modes of transport or their 
aggregation in a meaningful way call for a degree of uniformity in the 
basic accounting and statistical concepts which are adopted as well as in the 
methods of analysis. It is in this sense that the introduction of the practices 
of management accounting has become a matter of high priority in several 
6elds, notably in the management of ports. Also for similar enterprises, such 
as road transport undertakings there is need for uniform accounting systems. 
(Para 11) 

9. For undertaking the tasks ahead in the area of transport cost studies, 
special steps should now be taken to strengthen the necessary administrative 
and technical arrangements. The ceU within the Directorate of Statistics in 
the Railway Board for the study of costs could be readily strengthened. The 
Directorate of Transport Research in the Ministry of Transport should be 
equipped with a unit which could study specially costs of services provided 
in different ports and by different road transport undertakings and also under¬ 
take cost-benefit studies. Port authorities, road transport undertakings and 
other public enterprises in the field of transport should also organi.se cost 
studies, so that continuous efforts may be made to reduce costs and enlarge 
surpluses for development. Within the Joint Technical Group for Trans¬ 
port Planning also, there is need to set up a cell for cost studies which could 
interpret the results of studies concerning costs of different modes of trans¬ 
port. In cooperation with the Ministries of Railways and Transport and 
the Management Group of the Committee on Plan Projects, this cell could 
help evolve a common approach to questions of definition, criteria and 
methods of analysis in the presentation of basic cost and accounting data 
in the field of transport. (Para 12) 

10. The Transport Planning and Coordination Committee should initiate 
a series of case studies on transport costs. These should relate to specific 
movements of conunodities in which transport costs constitute a significant 
element, as in exports of iron ore, or where greater knowledge of costs will 
assist in evolving policies for coordination betwetn different modes of 
transport. (Para 13) 

Chapter XV —Concluding observations 

1. Transport is a highly capital intensive field of development. There¬ 
fore, application of appropriate cost-benefit criteria for selecting projects, 
careful attention to their preparation and execution according to schedule, 
the building up of adequate technical organisations, collection on a continu¬ 
ing basis of economic and statistical data and projections of 
future growth, determination of costs, adoption of programming techniques 
and sound management practices, correct pricing policies and studied efforts 
to reduce costs of transport and foreign exchange expenditure are essential 
to the successful operation of transport services and the generation of inter¬ 
nal resources for future development to the greatest extent possible. (Para 2) 
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2. There is an important common area of planning between transport, 
industry and energy to which the Planning Commission and the Ministries 
should give much greater attention in the future. Its two main aspects are 
the promotion of indigenous manufacture of various types of equipment 
required in transport operations and fuel policies in relation to transport 
development. Similarly, while manufacturing developments bearing on rail 
transport and road transport are receiving considerable attention, much 
remains to be done in respect of road construction equipment, cargo hand¬ 
ling equipment, harbour craft and different types of marine engines. Though 
these subjects are beyond the scope of this Report, attention is drawn to 
them; as they have an important bearing, both on the growth of industries 
within the country, on which depends the uninterrupted development of 
transport services, and on reduction in the foreign exchange costs of trans¬ 
port projects, which is at present an urgent aspect of transport planning. 
(Para 3) 
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GOVERNMENT OF INDIA RESOLUTION DATED JULY 22, 
1959 REGARDING THE APPOINTMENT OF THE COMMITTEE 

The Planning Commission and the Ministries of Railways and Transport 
and Communications have had under consideration for some time past sug¬ 
gestions relating to the coordination of different means of transportation, 
especially rail and road transport, and their future development having 
regard to the needs of the growing economy of the country. It has been felt 
that a comprehensive examination of these problems at this stage will be of 
material assistance in the formulation of plans of future development in the 
field of transportation. It has accordingly been agreed in consultation with the 
Ministries of Railways and Transport and Communications to constitute a 
Committee to study the probl&ms involved, and to make recommendations 
on the measures required to secure the necessary coordination between diffe¬ 
rent means of transport and on long-term policies and consideration* which 
should guide their future development. 

2. The Committee will consist of the following 

Chairman 

1. Shr[ K. C. Neogy. 

Members 

2. Shri Vishnu Sahay, ICS, 

Secretary, Planning Commission. 

3. Shri R. L. Gupta, ICS, 

Secretary, Department of Transport, 

Ministry of Transport and Communications. 

4. Shri K. B. Mathur, 

Chairman, Railway Board, 

Ministry of Railways. 

5. Shri A. K. Roy, 

Secretary, Department of Economic Affairs, 

Ministry of Finance. 

6. Shri S. Ranganathan, ICS, 

Secretary, 

Ministry of Commerce and Industry. 
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Shri K. L. Luthra, Director, Transport Division, Planning Commission 
will be the Secretary of the Committee. 

3. The terms of reference of the Committee will be as follows ;— 

Taking into account the existing stage of development of the various 
means of transport and the economic, political, social and strategic purposes 
which the transport machinery is designed to serve, the Committee should 
recommend :— 

(a) what broadly should be the long-term transport policy of the 
country, so that the development of the transport machinery 
may be effected in consonance with our growing needs, with 
economy and efficiency, avoiding duplication to the maximum 
extent practicasble; 

(b) in keeping with the policy defined under item (a) what should 
be the role of the various means of transport in the country 
during the next 5 to 10 years; and 

(c) what is the best mechanism for the regulation and coordination 
of the various means of transport, so that the transport needs of 
the country are met in an efficient and economic manner con¬ 
sistent with the larger interests of the country ? 

4. The headquarters of the Committee will be at New Delhi but the 
Committee may visit such places as may be considered necessary for its work. 

Order 

Ordered that a copy of the Resolution may be communicated to all con¬ 
cerned and that it be published in the Gazette of India for general informa¬ 
tion. 


Sd./- Tarlok Singh 
AddHipna} Secretary to the Government oj India 
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GOVERNMENT OF INDIA RESOLUTION DATED FEBRUARY 21, 
1964 REGARDING THE RECONSTITUTION OF THE COMMITTEE 

The Committee on Transport Policy and Coordination which was set up 
vide Planning Commission Resolution No. PC(TPT)3/6/59 dated the 22nd 
July, 1959, has been reconstituted as follows :— 

Chairman 

1. Shri Tarlok Singh, 

Member (Administration and Transport), 

Planning Commission. 

Members 

2. Shri R. L. Gupta, 

Principal, 

Administrative Staff College of India, 

Hyderabad (Dn.). 

3. Shri S. Ranganathan, 

Secretary, 

Ministry of Industry. 

4. Shri Kripal Singh, 

Member (Transportation), 

Railway Board. 

5. Shri L. K. Jha, 

Secretary, 

Department of Economic Affairs, 

Ministry of Finance. 

6. Shri G. V. Ayyar, 

Secretary, 

Ministry of Transport. 

7. Dr. I. G. Patel. 

Shri K. L. Luthra, Director, Transport Division, Planning Commission, 
will be the Secretary of the Committee. 

Order 

Ordered that a copy of the Resolution may be communicated to all con¬ 
cerned and that it be published in the Gazette of India for general informa¬ 
tion. 


Sd./- K. A. P. Stevenson 
Joint Secretary to the Government of India. 
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ORGANISATIONS AND INDIVIDUAL SCHOLARS AND SPECIALISTS 
FROM WHOM MEMORANDA WERE RECEIVED BY THE 
COMMITTEE ON TRANSPORT POLICY AND COORDINATION. 

A. Industrial and Commercial Associations 

1. Federation of Indian Chambers of Commerce and Industry, New 
Delhi. 

2. The Associated Chambers of Commerce and Industry, Calcutta. 

3. Bengal Chambers of Commerce and Industry, Calcutta. 

4. Bombay Chambers of Commerce and Industry, Bombay. 

5. Madras Chamibers of Commerce and Industry, Madras. 

6. Upper India Chambers of Commerce and Industry, Kanpur. 

7. The Indian Roads and Transport Development Association, Bombay. 

8. All India Motor Unions’ Congress, New Delhi. 

9. Jodhpur Truck Operators Association, Jodhpur. 

10. Madras State Lorry Owners’ Association, Madras. 

11. Motor Vehicles and Allied Industries Association, Madras. 

12. Ambala Bus Syndicate Private Limited, Rupar. 

13. Indian Tea Planters’ Association, Jalpaiguri. 

14. The Indian Coastal Conference. 

15. The Committee of Inland Water Transport Operators. 

B. Universities 

1. Allahabad University, Allahabad. 

2. Andhra University, Waltair. 

3. Gauhati University, Gauhati. 

4. Kamatak University, Dharwar. 

5. Nagpur University, Nagpur. 

6. Poona University, Poona. 

7. Vikram University, Ujjain. 

C. Scholars and Specialists 

1. Dr. A. N. Agarwala, Professor of Commerce, University of Allaha¬ 
bad, Allahabad. 

2. Shri K. C. Bakhle, former Chief Commissioner, Railways. 

3. Dr. Baljit Singh, Department of Economics, Lucknow University, 
Lucknow. 

4. Shri A. K. Basu, former Member, Railway Freight Structure Enquiry 
Committee (1957). 
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RECEIVED 

5. Professor S. K. Basu, Department of Economics, Calcutta University, 
Calcutta. 

6. Shri Bhabatosh Dutta, Professor of Economics, Presidency College, 
Calcutta. 

7. Shri V. P. Bhandarkar, former Member, Railway Board. 

8. Dr. H. L. Dey, former Member, Tariff Commission. 

9. Professor D. R. Gadgil, Gokhale Institute of Politics and Economics, 
Poona. 

10. Dr. B. N. GanguU, Director, Delhi School of Economics, Delhi. 

11. Professor D. Ghosh, Institute of Gandhian Studies, Varanasi. 

12. Dr. P. S. Lokanathan, Director-General, National Council of Applied 
Economic Research, New Delhi. 

13. Dr. B. K. Madan, Reserve Bank of India, Bombay. 

14. Shri K. B. Mathur, former ChairmM, Railway Board. 

15. Dr. S. K. Muranjan, Bombay- 

16. Dr. V. V. Ramanadham, Commerce Department, Osmania Univer¬ 
sity, Hyderabad. 

17. Profjsssor S. B. Rangnekar, Department of Economics, Punjab Uni¬ 
versity, Chandigarh. 

18. Shri A. P. Sarkar, former Financial Adviser and Chief Accounts 
Officer, Railways. 

19. Professor B. R. Shenoy, Gujarat University, Ahmedabad. 

20. Shri S. L. M. Simha, Economic Department, Reserve Bank of India, 
Bombay. 

D. Foreign 

1. Mr. M. R. Bonavia, British Railways Staff College, London. 

2. Mr. John Hay, M.P., Parliamentary Secretary, Ministry of Transport, 
London. 

3. Mr. H. A. Short, General Manager, North Eastern Region, British 
Railways, London. 

4. Mr. A. A. Walters, University of Birmingham, Birmingham. 

5. Major General Wansborough Jones, Secretary-General, British Trans¬ 
port Commission, London. 

6. Mr. D. C. L. Williams, Secretary, Department of Shipping and 
Transport, Australia. 
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SURVEY OF ROAD TRAFFIC (1959-61) 

As available basic operational data in respect of transport of goods by 
road were very inadequate, the Committee on Transport Policy and Co¬ 
ordination decided to undertake factual sample surveys on six selected 
routes with a view to studying the nature and volume of goods traffic carried 
by road transport in some detail. These routes were : (i) Amritsar-Delhi- 
l^anpur; (ii) Calcutta-Patna; (iii) Bombay-Bangalore; (iv) Madras-Banga- 
lore; (v) Calcutta-Rajmahal; and (vi) Bombay-Nagpur. 

2. The survey on each route was conducted round the clock for a week. 
The vehicles moving to a distance of five miles or less, undertaking essen¬ 
tially intra-city movement, were not counted. Data were collected in res¬ 
pect of public carriers, private carriers, government department vehicles 
such as P.W.D. lorries, tractor trailer combinations and delivery vans. 
Passenger buses, new chassis, unregistered new vehicles and military vehicles 

were not checked. 

3. The survey was intended to throw light on the following main points 
f^r vehicles operating on each route selected for the survey :— 

(i) type of vehicle (petrol or diesel); 

(ii) payload or the carrying capacity of the vehicle; 

(iii) type of permit held by the vehicle; 

(iv) total distance covered by the vehicle and distance covered on 
the route under survey; and 

(v) commodities carried, quantities carried and distances over 
which they were carried. 

For purposes of analysis, the commodities carried were classified into 
major groups, such as, products of agriculture, provisions, animals and ani¬ 
mal products, finished goods, products of mines, products of forests, manu¬ 
factures and ‘others’. The results of the survey are summarised in this 
Appendix. 


Number of Vehicles Checked 

4. The table below indicates the total number of vehicles counted on each 
selected route during the survey week. 
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Table 1 ; Total number of vehicles checked 



route 

survey 

total number 

percentage 



week 

of vehicles 

to 




counted 

total 

1 

Amritsar-Delhi 

23-11-59 

4,700 

3-84 

2 

Delhi—Amritsar 

to 

30-11-59 

3,144 

6-40 


total 


9,844 

12-24 

3 

Delhi—Kanpur 

16-12-59 

5,249 

6-33 



to 



4 

Kinpur—Delhi 

23-12-59 

5,314 

6-60 


total 


10,563 

13-13 

5 

Patna—Calcutta 

5-1-60 

7,939 

9-87 



to 



6 

Calcutta—Patna 

12-1-60 

8,898 

11-06 


total 


16,837 

20-93 

7 

Bombay-Bangalore 

11-2-60 

7,992 

9-94 



to 



8 

B.ingalore —Bombay 

18-2-60 

8,116 

10-C9 


total 


16,108 

20-03 

<5 

Madras—Bangalore . 

9-3-60 

4,7C4 

5-85 



to 



10 

Bangalore—Madras . 

16-3-60 

4,837 

6-01 


total 


9,541 

ll-t6 

11 

Calcutta—Rajmahal 

23-10-60 

1,341 

1-67 



to 



12 

Rajmahal —Calcutta 

1-11-60 

1,389 

1-73 


total 

• 

2,730 

3-40 

13 

Bombay—Nagpur 

17-2-61 

7,497 

9-32 



to 



14 

Nagpur—Bombay 

24-2-61 

7,304 

9-08 


total 


14,801 

18-40 


grand total 

• • • 

80,424 

100-CO 


Taking the traffic in both directions on all the survey routes together^ 
the total number of goods vehicles checked came to 80,424 of which the 
highest proportion (20.93 per cent) was observed on the Calcutta-Patna 
route, followed by Bombay-Bangalore route (20.03 per cent). Thus, 40.96 
per cent of the total number of vehicles were counted on the two routes viz., 
Calcutta-Patna and Bombay-Bangalore, The other survey routes, namely, 
Amritsar-Delhi, Delhi-Kanpur, Madras-Bangalore, Cateutta-Rajmahal and 
Bombay-Nagpur accounted for 12,24 per cent, 13.13 per cent, 11.86 per 
cent, 3.40 per cent and 18.40 per cent, respectively. 





232 


TRANSPORT POLICY AND COORDINATION 


Public and Private Carriers 

5. The percentage distribution of vehicles into public and private carriers 
is given below :— 

Table 2 • Public and private carriers 


Amritsar—Delhi . 95 5 

Delhi—Amritsar. 96 4 

Dijlhi—Kanpur. 96 4 

Kanpur—Delhi. 96 4 

Patna—Calcutta. 89 11 

Calcutta—Patna. 88 12 

Bombay—Bangalore.• 94 6 

Bangalore—^Bombay. 93 7 

Madras—Bangalore.• 90 10 

Bangalore—Madras 89 11 

Calcutta—Rajmahal. 82 18 

Rajmahal—Calcutta.• 81 19 

Bombay—Nagpur.• 93 7 

Nagpur—Bombay • 92 8 

all routes .... 91 9 

Of the total number of vehicles counted, 91 per cent were public carriers 

and only 9 percent private carriers. The proportion of public carriers 
ranged from 92 to 96 per cent on the Amritsar-Delhi, Delhi-Kanpur, 
Bombay-Bangalore and Bombay-Nagpur routes and from 81 to 90 per 
ceijit on the Calcutta-Rajmahal, Madras-Bangalore and Patna-Calcutta 
routes. 

Types of Permits 

6. The percentage distribution of vehicles by types of permits is indicated 
below. 

Table 3 : Distribution of vehicles by types of permits 

{per cent) 

route permanent temporary 


Amritsar—^Delhi 
Delhi—Amritsar 
Delhi —Kanpur 
Kanpur—Delhi 
Patna —Calcutta 
Calcutta—Patna 
Bombay—Bangalore 
Ba ngai ore —B ombay 
Madras—-Bangalore 
B ingalore—Madras 
Calcutta—Rajmahal 
Rajmahal—Calcutta 
Bombay—Nagpur . 
Nagpur—Bombay . 

al routes 


96 

4 

96 

4 

81 

19 

86 

14 

57 

43 

49 

51 

81 

19 

85 

15 

97 

3 

96 

4 

88 

12 

78 

22 

90 

10 

87 

13 

82 

18 
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As many as 18 per cent of all vehicles checked operated on temporary 
permits. The highest proportion of temporary permits was found in use 
on the Calcutta-Patna route (43 to 51 per cent) followed by Calcutta- 
Rajmahal (12 to 22 per cent), Bombay-Bangalore (15 to 19 per cent), 
Delhi-Kanpur (14 to 19 per cent), Bombay-Nagpur (10 to 13 per cent), 
Amritsar-Delhi (4 per cent) and Madras-Bangalore (3 to 4 per cent). 


Age Distribution of Vehicles 

7. The age distribution of motor goods vehicles on various routes sur¬ 
veyed is given in Table 4 : 


Table 4 ; Age distribution of vehicles 


(per cent i 


route 

Amritsar—Delhi 




1930 

or earlier 

6 

1931-35 

21 

1936-60 

73 

Delhi—Amritsar 




6 

19 

73 

Delhi—Kanpur 




6 

13 

8! 

Kanpur—Delhi 




7 

13 

80 

Patna—Calcutta . 




13 

10 

73 

Calcutta—Patna . 




16 

9 

73 

Bombay-Bangalore 




48 

4 

48 

Bangalore—Bombay 




47 

5 

48 

Madras—Bangalore 




36 

7 

37 

Bangalore—Madras 




34 

7 

39 

Calcutta—Rajraahal 




25 

8 

67 

Rajmahal—Calcutta 




2.7 

8 

69 

Bombay—Nagpur 




36 

4 

60 

Nagpur—Bombay 




36 

5 

59 

all routes 




28 

9 

63 


Of the total number of vehicles observed on these routes, as many as 28 
per cent were ten or more than ten years old, the largest proportion of these 
vehicles being on the route from Madras to Bangalore (over 50 per cent). 
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Petrol and Diesel Vehicles 

8. The percentage distribution of vehicles according to the type of fuel 
used is given below : 

Table 5 : Petrol and diesel vehicles 

(per am) 
petrol diesel 

.3 97 

.3 97 

.3 97 

.4 96 

.18 82 

.19 81 

. 23 77 

. 22 78 

.12 88 

.9 91 

. 33 67 

. 33 67 

. 22 78 

. 23 77 

.16 84 

Average Payload of Vehicles 

9. The average payload or carrying capacity of vehicles operating on 
different survey routes is indicated in Table 6. 

Table 6 ; Average payload 


route average 

payload per 
vehicle 
(tons) 

Amritsar^—Delhi 7-30 

Delhi—Amritsar 7-34 

Delhi—Kanpur. 7'11 

Kanpur—Delhi. 7-13 

Patna—Calcutta. 5-49 

Calcutta—Patna .......... . 5-55 

Bombay^—^Bangalore . ... 4-£4 

Bangalore—Bombay . 4-89 

Madras—Bangalore .. 5-80 

Bangalore—Madras. 5-83 

Calcutta—Rajmahal. 5'42 

Rajmahal—Culcutta .. 5-43 

Bombay—Nagpur .. 6-27 

Nagpur—^Bombay . .. 6-26 

all routes . 3’87 


route 

Amritsar—Delhi 
Delhi—Amritsar 
Delhi—Kanpur 
Kanpur—Delhi 
Patna—Calci tta 
Calcutta—Patna 
Bombay—Bangalore 
Bangalore—Bombay 
Madras—Bangalore 
Bangalore—Madras 
Calcutta—Rajmahal 
Rajmahal—Calcutta 
Bombay—Ncgptir . 
Nsgpur—Bombay . 

all routes 
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The average payload indicates the capacity of vehicles operating on a 
particular route. The total number of vehicles observed on a route in each 
direction was divided into a series of payload capacities of 0 to 3 tons, 3 to 5 
tons, 5 to 7 tons, 7 to 9 tons, and 9 tons and above. Then the total payload 
for each of these series was derived by multiplying the mid-point of the 
scries by the number of vehicles in that series. Tire aggregate of this total 
payload for each of the series, divided by the total number of vehicles, was 
taken to be the average payload. The surveys revealed that the average 
payload of a vehicle ranged above 7 tons on Amritsar-Delhi and Delhi- 
Kanpur routes, was between 5 and 7 tons on Bombay-Nagpur, Madras- 
Bangalore, Calcutta-Rajmahal and CalcuUa-Patna routes (both directions) 
and was below 5 tons on Bombay-Bangalore route. 


Loaded and Empty Vehicles 

10. The table below shows the percentage distribution of goods vehi¬ 
cles according as they were found to be loaded or empty during the survey 
week on the routes surveyed. 


Table 7 : Loaded and empty vehicles 


route 

Amritsar—Delhi 
Delhi—Amrit-far 
Delhi -Kanpur 
Kanpur—Delhi 
Patna—Calcutta 
Calcutta —Patna 
Bomb ay—Ba ngal o re 
Bangalore—Bombay 
Madras—Bangalore 
Bangalore—Mf dras 
Calcutta-Rajmahal 
Rajmahal-Calcutta 
Bombay—Nagpur . 
Nagpur—Bombay . 

all routes 



(per certy 

loaded 

vehicles 

empty 

vehicles 

75 

25 

83 

17 

79 

21 

75 

25 

82 

18 

49 

51 

79 

21 

75 

25 

71 

29 

79 

21 

73 

27 

83 

17 

82 

18 

83 

17 

76 

24 


Taking together all the routes surveyed, &e proportion of loaded and empty 
vehicles was 76 per cent and 24 per cent respectively. Of trucks moving 
in either direction of the routes surveyed, loaded vehicles ranged from 71 
to 83 per cent with the exception of the Calcutta-Patna direction in which 
only 49 per cent of trucks were loaded. The proportion of empty trucks 
to the total number of vehicles moving in the Calcutta-Patna direction was 
specially high (51 per cent) compared to the Patna-Calcutta direction (18 
per cent) and both directions on the Amritsar-Delhi, Delhi-Kanpur, Cal- 
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culta-Rajmahal, Bombay-Bangalore, Madras-Bangalore and Bombay-Nag- 
pur routes (17 to 29 per cent). 

Load Factor or Extent of Utilisation of Capacity of Public and 

Private Carriers 

11. The load factor represents the relationship between capacity in 
available tonne-kilometres (payload multiplied by kilometres covered) and 
the actual tonne-kilometre performed. The table below sets out for each 
route the load factor or percentage utilisation of public and private carriers. 


Table 8 : Load factor of carriers {per cent) 


route 






public 

private 

all 







carriers 

carriers 

carriers 

Amritsar-Delhi 



. 



72 

62 

71-9 

Delhi—Amritsar 






78 

61 

77-6 

Delhi —Kanpur 






78 

41 

77-5 

Kanpur—Delhi 






78 

51 

77 1 

Patna—Calcutta 






86 

57 

83-7 

Caieutta—Patna 






67 

27 

62-8 

Bombay—Bangalore 






79 

55 

78-2 

Bangalore —Bombay 






68 

35 

662 

Madras—Bangalore 






66 

38 

65-0 

Bangalore—Madras 






65 

47 

640 

Calcutta—Rajmahal 






94 

57 

91-7 

Rajmahal—Calcutta 






91 

60 

89-4 

Bombay—Nagpur . 






85 

62 

85-2 

N.agpur—Bombay 






83 

65 

82-2 

all routes 






77 

46 

76'0 


For all the routes taken together, the load factor or the extent of ulihsation 
was 77 per cent for public carriers, 46 per cent for private caniers and 76 
per (fent for both public and private carriers taken together. It was observed 
that the available capacity of public carriers was utilised to a greater extent 
than in the case of private carriers. 

12. The utilisation of private carriers capacity was the highest on Bombay- 
Nagpur route (62 to 65 per cent) and the lowest in the case of their movement 
in Calcutta-Patna direction (27 per cent). 

Average Performance 

13. The table below indicates for each route the truck kilometres of 
work performed by the vehicles during the survey week and the average dis- 
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tance from the place of origin to the ultimate destination covered by a truck 
or the average lead of a truck. 

Table 9 : Truck kilometres performed and average lead of truck 


route 


Amritsar—Delhi 
Delhi—Amritsar 
Delhi—Kanpur 
Kanpur—Delhi 
Patna—Calcutta 
Calcutta—Patna 
Bombay—^Bangalore 
Bangalore—Bombay 
Madras—^Bangalore 
Bangalore—Madras 
Calcutta—^Rajmahal 
Rajmahal—Calcutta 
Bombay—Nagpur 
Nagpur—Bombay . 


total number 

truck 

Average 

of 

kilometres 

performance 

trucks 


(kiloiretres) 

4,700 

900,928 

192 

5,144 

1,040,441 

189 

5,249 

725,557 

138 

5,314 

802,712 

150 

7,939 

1,413,482 

178 

8,898 

1,470,509 

165 

7,992 

1,789,928 

208 

8,116 

1,894,280 

234 

4,704 

805,541 

171 

4,837 

844,013 

174 

1,341 

172.723 

129 

1,389 

178,457 

128 

7,497 

2,261,326 

302 

7,304 

2,211,483 

302 

80423 

16,496,980 

204 


all routes. 

14. The truck-kilometres performed on all the survey "routes during the 
survey week totalled 16,496,980 of which the highest proportion (27.11) 
per cent was contributed by Bombay-Nagpur route and the lowest (2.12) 
per cent by Calcutta-Rajmahal route. 

15. The average performance of trucks during the survey week, taking 
all routes into account, was 204 kilometres. It was the highest in the case of 
the Bombay-Nagpur route (302 kilometres) and the lowest for the Cal¬ 
cutta—Rajmahal route (128 to 129 kilometres). 

Movement of Trucks according to Distances 

16. Tlie percentage distribution of trucks on different survey routes accord¬ 
ing to distance categories is given below : 


Table 


route 


Amritsar—Delhi 
Delhi—^Amritsar 
Delhi —Kanpur 
Kanpur—Delhi 
Patna—Calcutta 
Calcutta—^Patna 
Bombay—^Bangalore 
Bangalore—Bombay 
Madras—^Bangalore 
Bangalore—^Madras 
Calcutta—Rajmahal 
Rajmahal—Calcutta 
Bombay-Nagpur . 
Nagpur—^Bombay . 

all routes 


10 ! Distance categories of tracks 

(per cent) 

within 200 beyond 200 beyond 300 
miles (320 miles(320 miles (480 
kilometres) kilometres) kilometres) 


78-6 

21-4 

1-3 

79-4 

20-6 

M 

88-0 

120 

2-8 

86-8 

13.2 

2-9 

89-1 

10-9 

5-5 

891 

10-9 

4-6 

78-6 

21-4 

7-7 

75 0 

25-0 

9-3 

78-7 

21-3 

6-2 

78-3 

21-7 

7-0 

99-6 

0-4 

0-2 

99-6 

0-4 

01 

67-5 

32-5 

22-5 

67-1 

32-9 

23-2 

80-3 

19-7 

8-3 















238 


TRANSPORT POLICY AND COORDINATION 


For all the routes taken together, the proportion of trucks moving less 
than 200 miles distance (320 kilometres) on the routes surveyed was 80.3 
per cent; those moving between 200 and 300 miles (320—480 kilometres) 
was 19.7 per cent and those moving more than 300 miles (480 kilometres) 
was 8.3 per cent. 


■Quantities of Goods Carried and Tonne-kilometres Performed by 

Vehicles 

17. The Table below indicates the total quantity of commodities moved 
by road and the tonne-kilometres performed by goods vehicles on different 
survey routes during the period of the survey. 

Table II : Quantities carried and tonnes kilometres perfjrmed by vehicles 


route 


quantity 

(tonnes) 

percentage 
to total 

tonne- 

kilometres 

percentage 
to total 

Amritsar—Delhi 


20,080-67 

6-7 

4,705,870 

6-2 

Delhi—Amritsar 


25.423-06 

8-5 

5,493,190 

7-2 

Delhi—Kanpur . 


23,602-55 

7-9 

3.885,625 

5-1 

Kanpur—^Delhi 


22,650-79 

7-6 

4,282,827 

5-6 

Patna—Calcutta 


32,116-34 

10-8 

6,832,742 

9-0 

Calcutta—Patna 


20,551,75 

6-0 

5,222,379 

6-9 

Bombay—Bangalore 


. 27,002-01 

9-0 

7,289,275 

9-6 

Bangalore—^Bombay 


25,585-77 

8-6 

6,629,385 

8-7 

Madras—Bangalore 


13,384-17 

4-5 

3,058,896 

4-0 

Bangalore—Madras 


15,125-99 

5-1 

3,130,718 

4-1 

Calcutta—Rajmahal 


4,735-18 

1-6 

313,700 

1-1 

Rajmahal—Calcutta 


5,429-82 

1-8 

860,732 

• 1 

Bombay—Nagpur 


31,922-38 

10-7 

11,441,523 

15-3 

Nagpur—^Bombay 


31,092-54 

10-4 

11,441,523 

15-1 

all routes 


2,98,703-02 

100-0 

76,015,993 

100-0 


18. The proportion of commodities in the total tonnage moved and tonne- 
kilometres performed on the routes surveyed are given below : 


Table 12 : Share of c rmmodities in total tonnes and tonne-kilometres carried on all 

survey routes 

{per cent) 


commodities 


foodgrains 

oilseeds 

cotton and jute raw . 

fruits and vegetables 

other agricultural products 

provisions 

finished goods . 

mineral ores 

mineral oils 

wood and timber 

sugar and gur 

iron and steel 

tobacco 

textiles 

building materials 
miscellaneous 


quantity 

tonne- 

(tonnes) 

kilometres 

performed 

9-2 

6-2 

2-7 

2-1 

5-6 

8-9 

10-6 

10-3 

1-4 

0-8 

6-8 

10-6 

2-3 

3-5 

0-6 

0-5 

5-3 

5-0 

4-3 

2-7 

6-7 

5-5 

3-7 

3-9 

0-7 

1-3 

4-0 

6-5 

10-5 

13-8 

15-3 

15-1 


100-0 100-0 
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The main commodities moved by road were fruits and vegetables, build¬ 
ing materials, foodgrains, general provisions, sugar and gur, cotton and jute 
raw, mineral oils, wood and timber etc. The movements of these goods on 
the different routes were generally determined by the economic characteris¬ 
tics of the regions in which the survey routes lie. For example, on the routes 
surveyed, the movement of raw cotton from Amritsar to Delhi and from 
Delhi to Kanpur was the highest, as cotton is an important cash crop grown 
in the Punjab and moves down to Delhi and Kanpur where the textile mills 
are located. Again, because of the location of the refineries, the movement 
of mineral oils is substantial from Bombay to Nagpur and Bombay to Ban¬ 
galore. 


Average Lead of Commodities 

19. An important fact revealed by the surveys is that considerable 
traffic in a number of commodities was going by road for distances over 
200 miles (320 kilometres). The nature of commodities having long lead 
varied from route to route. Textiles, provisions and finished industrial pro¬ 
ducts were the most important commodities having a large share in the 
relatively long lead traffic by road. On certain routes, however, traffic in 
commodities like raw cotton, raw jute, sugar and gur also moved over con¬ 
siderable distances. In fact, in the case of all these commodities, move¬ 
ments beyond 300 miles (480 kilometres) formed a substantial proportion 
of the total movements. In the case of two routes, Bombay-Nagpur and 
Bombay-Bangalore, for finished goods and textiles, substantial movements 
were recorded for distances beyond 500 miles (800 kilometres). 



APPENDIX 4 


ROAD TRAFFIC ON SIXTEEN PRINCIPAL ROUTES (1963) 

The Ministry of Transport conducted surveys of goods traffic moving by 
trucks on the following 16 long distance trunk routes in the country between 
June and November 1963. The main object was to assess the volume and 
characteristics of inter-city freight traffic moving on principal routes in the 
country. The surveys were arranged in close cooperation with the State 
Governments concerned. 

1. Varanasi-Lucknow-Bareilly-Garhmukteswar-Saharanpur. 

2. Howrah-Durgapur-Barhi-Patna-Varanasi. 

3. Varanasi-Allahabad-Kanpur-Bewar/Agra-Delhi-Pipli-Ludhiana. 

4. Delhi-Alwar-Jaipur-Ajmer. 

5. Agra-Bharatpur-Jaipur. 

6. Delhi-Gwalior-Jhansi-Bhopal-Nagpur. 

7. Nagpur-Akola-Dhuiia-Bombay. 

8. Delhi-Gwalior-Bidora-Indore-Dhulia-Bombay. 

9. Nagpur-Adilabad-Hyderabad-Vijayawada-Nellora-Madras. 

10. Madras-Salem-Cochin. 

11. Madras-Bangalore-Mysore-Mangalore. 

12. Bombay-Sholapur-Hyderabad-Kumool-Bangalore-Madras. 

13. Bombay-Poona-Bangalore-Madras. 

14. Bombay-Surat-Ahmedabad. 

15. Howrah-Nagpur. 

16. Howrah-Madras. 

2. The survey on each route was conducted round the clock for a week. 
To carry out the survey, a total of 72 checkposts were established on the 
16 routes where goods vehicles were intercepted to collect the necessaiy' 
information like nature and volume of goods carried, the type and capacity 
of the vehicles, origin and destination, etc. in a prescribed proforma (vide 
Annexure I). As the purpose of the survey was to assess the nature of 
inter-city freight traffic, the infonnation regarding trips having a length of 
less than 30 kilometres was not collected. Further, the checkposts were locat¬ 
ed to the extent practicable outside the built-up urban areas to avoid purely 
local intra-city traffic. 

3. When a truck was intercepted at a checkpost, it was given a clear¬ 
ance, so that it would not be intercepted on the same trip if it passed 
throu^ successive checkposts along the route. 

4. At each checkpost during the one week survey, arrangements were 
also made to take a complete count of all the vehicles (including animal 
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drawn vehicles) for a period of 48 hours. These data wer§ separately 
analysed to give an account of the total quantum of mixed traffic moving 
along the routes. 

5. The 16 routes surveyed mainly came under the category of National 
Highways. Out of the present length of 15,000 miles (24,000 kilometres) of 
National Highways, about 8,000 miles were covered in this survey. In addi¬ 
tion, about 2,000 miles of State Highways were also surveyed. 

6. Information regarding road conditions, weak bridges, road improve¬ 
ments required, etc., was collected from the transport operators as well as 
the engineers incharge of the roads surveyed. The details regarding difficul¬ 
ties experienced by the transport operators in the region with particular 
reference to laden weight restrictions, missing bridges, congestion, want 
of by-passes, etc., were obtained through oral enquiry. Many aspects of 
traffic on the trunk routes were thus covered and it was expected that the 
information collected would not only fill up an important gap in the existing 
traffic statistics, but would ateo serve as a ‘bench mark’ for future references. 

Processing of the Data 

7. In order to facilitate mechanical tabulation of the data, the entire 
information collected in the prescribed proformae was coded. For the pur¬ 
pose of coding and further analysis, the commodities carried by the vehicles 
were classified into major groups, such as products of agriculture, provisions, 
anim al products, etc. Important origin and destination data on the routes 
were also coded for facilitating tabulation programme. The major portion 
of the coding was carried out in the field with the help of the recorders 
provided by the State Governments. 

8. The information on each route was first tabulated routewise. On 
completion of the surveys on all the routes, an overall comparative picture 
was obtained by suitably collating the basic information obtained on all die 
different routes. 


Broad Findings 

9. Traffic intensity .—The quality of traffic surveys afforded by arterial 
roads is determined by the interaction of a number of physical and operational 
factors. Physical factors relate to such things as road width, pavement 
smoothness, while operational considerations include, among other things, 
volume and composition of the traffic stream. The enquiries revealed that 
slow moving traffic was plying along with the fast moving vehicles on all 
the trunk routes. On many sections of the trunk routes, the average traffic 
intensity was as high as 10,000 tons per day (vide Annexure II). Even on 
these stretches the number of slow moving vehicles varied between 100 and 
300 per day. The capacity of a road decreases considerably due to the 
mixed nature of traffic. It is not easy to segregate the slow and fast moving 
traffic because the cost of segregation is quite heavy. 
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10. The survey also revealed the extent of under-utilisation of several 
portions of the trunk routes, specially in Madhya Pradesh, Andhra Pradesh 
and Orissa. This was primarily because of a large number of missiiig 
bridges in these areas in the existing road system hampering steady movement 
of traffic. Further, in these regions road transport was not fully developed 
and, therefore, even the existing road net work was not adequately utilised. 

11. Type of commodities carried .—^The movement of commodities on 
the routes showed two distinct patterns. The commodities like fruits and 
vegetables, building materials, foodgrains, mineral oils, coal, wood, sugar, 
fodder, oilseeds and cement were moving within a distance of about 300 kilo¬ 
metres, while provisions, iron and steel products, textiles, machinery, cotton, 
vegetable oil, medicine and chemicals and other miscellaneous commodities 
were moving to much longer distances as indicated in the Table below : 


Table I: Types of commodities moved and the average lead 


commodity 

quantity 
in tonnes 

tonne kilomtres 
performed 

average 
lead in 
kilometres 

fruits and vegetables .... 

75,653 

22.713.366 

300 

building materials .... 

67,797 

10.181,755 

150 

foodgrains. 

63,434 

14,461,171 

228 

provisions. 

33,944 

15,867,901 

467 

iron and steel. 

33,328 

13,739,406 

412 

mineral oils. 

32,942 

8,388,883 

255 

coal. 

25,854 

6,082,291 

235 

wood ...... 

25,247 

5,699,247 

226 

textiles . 

25,733 

16,279,583 

633 

sugar . 

19,960 

5,362,276 

269 

machinery .... 

14,764 

11,126,931 

754 

medicine and chemicals 

12,707 

6,361,504 

501 

vegetable oils .... 

7,657 

3,354,492 

438 

fodder . 

7,347 

1,457,060 

198 

cotton ...... 

6,691 

3,910,257 

584 

oilseeds . 

6,547 

1,837,554 

281 

eement . 

6,063 

1,568,860 

260 

others ...... 

177,989 

85,330,752 

479 

total 

643,637 

233,723,309 

363 


The commodities which were moving to longer distances were generally 
high rated according to the railway freight structure. 

12. The traffic carried up to 500 kilometres constituted more than 80 per 
cent of the total traffic moving by road on all the routes surveyed. The 
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traffic moving beyond 1,000 kilometres formed only 6.6 per cent of die total 
as indicated below : 


Table 2: percentage distribution of trips according to length of haulage 


length of haulage 
kilometres 


peteenlagc 


upto 50 

more than 50 upto 100 
more than 100 upto 200 
more than 200 upto 300 
more than 300 upto 500 
more than 500 upto 700 
more than 700 upto 1000 
more than 1000 upto 1500 
1500 and above 


6-4 
n-4 
25. 6 
17-9 
19-9 
8-8 
3-4 
3-9 
2-7 


total 


lOOO 


The overall average length of haulage came to about 363 kilometres on 
all the routes surveyed. 

13. A%e distribution of vehicles .—Proper utilisation of the vehicles on 
the trunk routes is essential for economic operation. The operators plying 
on these routes were of the opinion that vehicles up to the age of 3-4 years 
could effectively carry goods on trunk routes. Thereafter these vehicles 
should preferably be utilised as feeder transport. 

Out of the total vehicles checked, about two-third were less than four 
years old. About one fourth of vehicles plying on the trunk routes were 
more than five years old. 


Table 3 : Distribution of goods vehicles classified according to year of manufacture 






number of percentage 

year of manufacture 




vehicles 


1953 and earlier 




5625 

9-6 

1954 




310 

0.5 

1955 




967 

1-7 

1956 




2894 

4-9 

1957 




4890 

84 

1958 




5070 

8-7 

1959 




6232 

10-7 

1960 




9021 

15-4 

1961 




10131 

17-3 

1962 and 1963 




13341 

22-5 

total 




58481 

100 0 

Due to the existence of 

a substantial number of over aged 

vehicles, the 


service was interrupted on many occasions as breakdowns were frequent. 
The expenditure on spare parts and maintenance of these vehicles was a real 
source of trouble for the operator. With the increasing tempo of productoin 
of the commercial vehicles in this country, the age distribution of goods. 
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vehicles on the trunk routes would undergo a quick change. This would 
result in better efficiency and economy. 

14. Capacity of vehicles and popularity of truck trailer combinations .— 
Tn order to reduce the cost of operation of road transport, there had been 
a pressing demand from various quarters for the introduction of modernis¬ 
ed heavy vehicles and combinations. The Tables below give the percentage 
distribution of public and private carriers by pay load capacity and number 
of different types of vehicles intercepted during the survey. 


Table 4 -1 : Percentage distribution of vehicles by pay 

load capacity 


payload 

public 

vehicles 

private 

vehicles 

total 

3 tons and below 

0-7 

8-7 

M 

3 —5 tons .... 

2-5 

11-2 

3-0 

5—7 tons .... 

39-1 

43-6 

39-2 

7—9 tons .... 

51-5 

29-9 

50-5 

9 tons and above 

5-8 

5-7 

5-8 

not known 

0-4 

0-9 

0-4 


Table 4‘2 : Number of different type of vehicles 


type of vehicle 

numberof 

vehicles 

van . 

687 

truck. 

54,892 

truck trailer/semi-trailer 

398 

tanker—rigid body 

2,202 

tanker—serai-trailer 

136 

others . 

166 

total 

58,481 


The proportion of vehicles of 7-9 tons pay load was the highest followed 
by vehicles with pay load of 5-7 tons. The two slabs together explained 
about 90 per cent of the total. The combinations (truck trailer and semi¬ 
trailer) plying on the trunk routes formed hardly one per cent of the total. 
The position was that while the new bridges on trunk routes were designed 
to carry the heaviest possible vehicles or tankers (class AA loading) expected 
to come on the road, there were a large number of old bridges which could 
not carry such loads. Depending upon the structural conditions of the higji- 
way system, restrictions on laden weight became essential. High priority, 
however, should be given to strengthen/reconstruct the weak structures on 
the trunk routes so that the load limits might be set at appropriately high 
levels consistent with highway construction and safety. There is obvious 
relationship between the cost of transport and the payload which is attainable. 
Bigger road vehicles should be utilised specially on the trunk routes in the 
interest of more economical operations as and when conditions permit. 
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15. Other features .—^The survey revealed that 95 per cent of the vehicles 
intercepted were public carriers. It might be interesting to note that the 
percentage of private carriers to total number of vehicles in the country was 
about 25. Thus on long distance routes, it was mainly public 
carriers that were operating and a majority of the private carriers were 
operating mainly for local or feeder traffic. Further, a major proportion of 
the vehicles (about 97 per cent) plying on the trunk routes were diesel 
operated. 

16. Inter-city long distance traffic .—So far no reliable estimate was 
available to indicate the share of road transport in inter-city long distance 
traffic. The survey carried out on the 16 trunk routes revealed, for the first 
time, that about 6.5 lakh tonnes of goods were moving per week on long 
distance trunk routes. On the basis of these figures and other supporting 
studies, the Joint Technical Group placed the estimate of long distance inter¬ 
city road traffic in 1962-63 at about 39 million tonnes, out of which 9 
million tonnes would relate to coal, iron ore, cement, petroleum products and 
limestone movements and the balance to other commodities. 
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ANNEXURE I 
CjOvernment of India 

MINISTRY OF TRANSPORT & COMMINICATIONS 
Department of Transport 

SURVEY OF GOODS TRNASPORT OF ROADS (1963) 

1 name of the route.. 

^ location of the check-post. 

3 direction of traffic. 

4 date.time.from.to. 

^ name of the recorder. 

6 name of the supervisor.. 


tl. registration 

name and 

type and 

petrol 

year of 

registred 

unladen 

no. no. of 

address 

make of 

or 

manu- 

laden 

weight 

vehicle 

of 

the 

owner 

the 

vehicle 

diesel 

driven 

facture 

weight 

fkg.) 

(kg.) 


1 2 3 4 5 6 7 8 



type of permit commodity origin-destination of 

----- commodities 

payload public regular type. quantity- 

(7)-(8) or or (kg.) from to distance 

(kg.) private temporary -kilometre 

carrier place and place and 

district district 


9 10 11 12 13 14 15 16 



origin-destination of the vehicles 

from to distance Remarks 

place and district place and district (kilometre) 


17 


18 


19 


20 
















ROAD TRAFFIC ON SIXTEEN PRINCIPAL ROUTES 


247 


ANNEXURE U 

STATEMENT SHOWING AVERAGE TRAFFIC INTENSITY IN TONS PER 
DAY ON DIFFERENT SECTIONS OF IMPORTANT ARTERIAL ROUTES 


National road section 

Highway 


1 NH 1 

2 NH 1 

3 NH 2 

4 NH 2 

5 NH 2 

6 NH 2 

7 NH 2 

8 NH 2 

9 NH 2 

10 NH 2 

11 NH 3 

12 NH 3 

13 NH 3 

14 NH 4 

15 NH 4 

16 NH 4 

17 NH 4 

18 NH 4 

19 NH 4 

20 NH 5] 

21 NH 5 

23 NH 5 
33 NH 5 

24 NH 6 

25 NH 6 

26 NH 6 

27 NH 6 

28 NH 6 

29 NH 7 

30 NH 7 

31 NH 7 

32 NH 7 

33 NH 7 

34 NH 7 

35 NH 46 

36 NH 8 

37 NH 8 

38 NH 8 

39 NH 9 

40 NH 9 

41 NH 9 

42 NH 11 

43 NH 12 

44 NH 24 

45 NH 24 

46 NH 24 

47 NH 25 

48 NH 26 

49 NH 30 

50 NH 30 

51 NH 31 

52 NH 46 

53 NH 47 

54 NH 47 


Delhi—Panipat 
Panipat—Ludhiana 
Delhi—Faridabad 
Faridabad—Agra . 

Agra—Etawah 
Etawah—Allahabad 
Allahabad—Varanasi 
Varanasi—Barhi . 

Barhi—Topchanchi 
Topchanchi—Calcutta 
Agra—Indore 
I ..dore—Nasik 
Nasik—Bombay 
Bombay—Panvel 
Panvel—Poona 
Poona—Belgaum 
Belgaum—Bangalore 
Bangalore—Ranipet 
Ranipet—Madras 
Madras—Visakhapatnam 
Visakhapatnam—Cuttack 
Cuttack—Balasore 
Balasore—Baharagora 
Dhulia—Jalgaon . 

Jalgaon—Nagpur 
Nagpur—Durg 
Durg—Sambalpur 
Sambalpur—Calcutta 
Benaras—Jabbalpore 
Jabbalpore—Nagpur 
Nagpur—Adilabad 
Adilabad—Hyderabad . 
Hyderabad—Bangalore 
Bangalore—Krishnagiri 
Krishnagiri—Salem 
Bombay—Surat 
Surat—Ahmedabad 
Ajmer—Jaipur 
Poona—Hyderabad 
Hyderabad—Surjapet 
Surjapet—Vijayawada 
Agra—Jaipur 
Bhopal—Jubbalpore 
Garhmukteswar—Moradabad 
Moradabad—Shahjahanpur 
Shahjahanpur—Lucknow 
Jhansi—Shivpuri . 

Jhansi—Sagaur 
Mahaula—Patna 
Patna—Bakhtiarpur 
Barhi—Bakhtiarpur 
Ranipet—Krishnagiri 
Salem—Coimbatore 
Coimbatore—Cochin 


average 

number of 

intensity 

motor 

tons per 

vehicles 

day 

per day 

14000 

2000 

10000 

MOt' 

18000 

2400 

10000 

1360 

5000 

750 

4000 

500 

2500 

350 

4000 

600 

4500 

620 

13000 

2600 

3500 

650 

5500 

400 

9800 

1060 

13000 

1800 

9000 

1560 

8000 

1450 

6000 

910 

5300 

1000 

14000 

2150 

5000 

800 

4000 

600 

10000 

1700 

5000 

800 

5500 

650 

2000 

260 

3200 

460 

4400 

750 

2700 

460 

N.A. 


4000 

800 

3300 

610 

2000 

300 

1000 

140 

N.A. 


9500 

1325 

5800 

600 

9500 

1500 

3500 

600 

2000 

290 

2100 

315 

5800 

785 

2500 

275 

1500 

175 

5400 

780 

1600 

212 

2400 

320 

1100 

135 

1100 

150 

10000 

1500 

13000 

2000 

4500 

620 

9500 

1325 

9500 

1325 

7500 

1180 
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ESTIMATES OF ROAD TRAFFIC 1962-63 AND 1970-71. 

The Joint Technical Group on Transport Planning prepared a detailed 
paper in January 1965 on ‘Estimated volume of originating goods traffic by 
road at the end of the Fourth Plan.’ The paper formulated traffic estimates 
for the following categories :— 

(i) Inter-city traffic by road in iron ore, limestone, cement, petn>- 
leum products and coal. 

(it) Inter-city traffic by road in other commodities. 

(iii) Intfa-city traffic (including feeder traffic). 

The salient points brought out in the paper are summarised in the following 
paragraphs ; 

Inter-city Traffic by Road in Iron Ore, Limestone, 
Cement, Petroleum Products and Coal 

2. The estimates for the above categories of traffic have been arrived at 
on the following basis : 

(i) The figures for 1962-63 are based on actual movements and 
have been collected either direct from originating points or from agencies 
who had collected this information. 

(ii) The projections for 1970-71 have been made on the basis of 
data obtained from the Ministries/Departments concerned and taking 
into account the thinking in the concerned Ministries. 

(iii) The traffic estimates exclude : 

(a) road movement from mines and quarries to rail4ieads for on¬ 
ward despatch, and 

(b) secondary movements from the major destinations to ultimate 
points of consumption. 

Commoditywise estimates of traffic are set out below : 

3. Iron Ore .—In 1962-63, the road movements of iron ore aggregated 
to 0.82 million orginiating tonnes. These movements took place from the 
Bellary-Hospet and other iron ore mining areas and in the southern and the 
western parts of the country to ports and were meant for exports. These 
exclude movement of about 0.34 million tonnes from Bellary-Hospet to 
Karwar by the rail-cwm-road route via Hubli and a small movement of about 
13,000 tonnes per year from Holiyuru to Bhadrawati Steel Works. 

248 



ESTIMATI-.S OF ROAO TRAFFIC 


249 


In 1970-71, the only all road movement will be about 2 million tonnes 
from Tomka Daitari mining area to the new port of Paradeep by the express 
highway. The 150 kilometres long express highway is being specially 
built for the purpose. Further, by 1970-71, the present rail-cum-road move¬ 
ment of 0.34 million originating tonnes to Karwar via Hubli will increase to 
0.5 million tonnes. 

4. Limestone .—In 1962-63, the road movement in limestone was about 
2.23 million tonnes and took place between limestone quarries and 8 cement 
factories. The distance from quarries to the cement factories was less than 
10 kilometres in seven cases and about 12 kilometres in one case. 

The rest of the movement to other cement factories and to the steel plants 
was by rail. In 1970-71, the road movement in limestone is expected to 
increase to about 9.68 million tonnes originating. All this movement will 
be from limestone quarries to 23 cement factories over short distances, the 
distance from the source of supply to factories being 23 kilometres in one 
case, 16 kilometres in three cases, 13 kilometres in one case and less than 
10 kilometres for the rest. The rest of the movement will be by rail. 

5. Cement .—In 1962-63 the road movement of cement from the then 
existing 34 factories, with a production level of about 8 million tonnes, was 
about 2 million tonnes. 

In 1970-71 the aggregate movement by road from 71 cement factories 
which would come up with an anticipated production level of 20 to 23 
million tonnes, is assessed at about 6 million originating tonnes. This esti¬ 
mate has been arrived at by the Joint Technical Group in consultation with 
the State Trading Corporation (who are the distributing agents for this 
commodity) by detailed linking of the cement factories with major points of 
consumption and on the broad principle that movements up to a distance of 
150 kilometres will, by and large, ;be effected by road and beyond this 
distance by rail. 

It may be of interest to note that the increase in the road movements of 
cement from 2 million tonnes in 1962-63 to 6 million tonnes in 1970-71, as 
worked out by the Joint Technical Group is proportionate to the anticipated 
increase in the production level of the commodity from 8 million to 20-23 
million tonnes during this period. This estimate of road movement of 
cement in 1970-71 would, however, appear to be on the conservative side in 
view of the progressive increase in the share of road transport vis-a-vis rail 
transport in relation to this commodity in recent years—from 13.8 per cent 
to I960 to 17.4 per cent in 1961 and 22.5 per cent in 1962. This is also 
a commodity of which sizeable movements over distances beyond 150 to 200 
kilometres are taking place by road (the proportion of road movement of 
cement over 200 kilometres to total road movements was calculated in a 
previous study of cement by the Joint Technical Group at a figure of 17 per 
cent in 1962-63). 
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6. Petroleum products .—In 1962-63 the primary road movements of 
petroluem products (movements from sources of production and points of 
imports) were assessed at a figure of 1 million originating tonnes. This 
estimate was arrived at from a study of the data thrown up by the road 
transport surveys organised in 1963 by the Ministry of Transport. 

In 1970-71 the primary road movements in petroleum products are 
expected to increase to a level of 2.5 million toimes originating. This esti¬ 
mate has been arrived at through an exercise in commodity transport study 
of petroleum products in which an attempt was made to link the sources of 
supply (ports, refineries, tapping points on pipelines) to centres of consump¬ 
tion and to divide the traffic between rail and road on the general assumption 
that movements up to a distance limit of 150 kilometres will be by road and 
beyond this distance by rail. 

7. Coal .—The road movements of coal from coalfields in 1962-63 
aggregated to about 3.5 million tonnes. The break-up of this movement is 
.given below : 

[million tonnes.] 

(i) From Bengal-Bihar coalfields to coke oven plants, 2 

power houses, paper and cement mills etc. 

This traffic moves over short distances upto about 
40 kilometres, the consumption centres being 
located in the coalfields. 

(ii) From Bengal-Bihar coalfields to mainly brick 1 

kilns in the Calcutta area. 

This traffic moves over somewhat longer dis¬ 
tances; but the range is upto about 150 kilo¬ 
metres and in a few cases about 200 kilometres. 


(iii) From outlying coalfields (Singareni, Pench 0.44 

Valley and Ko^ba) to power houses over short 
distances. 

total 3.44 


In 1970-71, the primary road movement in coal is estimated to go upto 
a level of about 8.5 milUon toimes; the break-down is given below ; 


[million tonnes.] 

(i) From Bengal-Bihar coalfields to consumers. 2 

Although in Fourth Plan coal movements by 
road to the Bokaro, Durgapur (West Bengal) and 
Durgapur (DVC) power houses, amounting to 
0.7 million tonnes, will be diverted to aerialways 
and belt conveyors, an increase in movement for 
other consumers in the coalfields cannot be ruled 
out. The overall total of road movements from 
these coalfields may not, therefore, decline; an 
ad hoc estimation at the existing level of 2 mil¬ 
lion tonnes is thus made. 
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[million tonnes.] 

(ii) From Bengal-Bihar coalfields to the Calcutta 2 

area. 

The movement to brick kilns in the Calcutta 
area is apparently more suited to the road sector, 
firstly on account of a relatively short haul and, 
secondly since most of the kilns are in the interior 

and so more easily reached by road transport. A 
number of movements are furthermore for less 
than a wagon load. These road movements also 
seem to have been promoted due to diBBculty in 
obtaining railway wagons for this priority traffic. 

The easy rail transport position now prevailing, 
which is likely to continue, may prompt some 
diversion to rail. On the other hand, the freedom 
given to consumers, as a result of the recent rela¬ 
xation in the Coal Control Order, to select the 
mode of transport may increase the demand for 
road transport. It is reasonafbie to assume that the 
demand of brick kilns in the Calcutta area for coal 
will progressively grow in the wake of develop¬ 
mental activity. In all these circumstances, a 
100 per cent increase in road hauls of coal from 
Bengal-Bihar coalfields to the Calcutta area is 
assumed. 

(iii) From outlying coalfields to power houses. 4.5 

These will be new movements over short dis¬ 
tances to power houses to be located in the coal¬ 
fields concerned. 

The estimate is derived from the data furnish¬ 
ed by the Ministry of Steel and Mines and the 
Central Water and Power Commission. 

total 8.5 

8. The following Table summarises the position in respect of the five 
bulk commodities discussed in the foregoing paragraphs ; 

Table:—1 Road traffic estimates 







(million tonnes originating) 

commodity 





1962-63 

1970-71 

iron ore 

limestone 

cement 

petroleum Products 
coal 





0-82 

2 '23 

2 00 

1 -00 

3 -44 

2 00 
9-68 
6-00 
2-50 
8-50 

total 



. 


9 -49 

28 -68 

(in round figures) 


. 



9-00 

29-00 
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Inter-city Traffic by Road in Other Commodities 

9. The inter-city road movement in 1962-63 in commodities other than 
the five mentioned above was estimated on the basis of data drawn from the 
traffic surveys carried out by the Ministry of Transport on 16 trunk routes 
during 1963, which covered about 20 per cent of the total mileage of 
National and State Highways. 

10. Keeping in view factors like duplication of recording, etc., the annual 
volume of traffic moving on the 16 trunk routes was estimated at 24 million 
tonnes excluding the five commodities mentioned above. Assuming that 
20 per cent of the important trunk routes carry about 75 per cent of the long 
distance inter-city traffic, the total inter-city traffic in 1962-63 worked out to 
32 million tonnes and was placed at a round figure of 30 million tonnes. The 
estimate of long distance inter-city traffic in 1970-71 is given below : 

(i) The Committee on Transport Policy and Coordination carried 
out in 1959-61 traffic surveys on 6 long distance trunk routes. In 1963, 
the Ministry of Transport carried out similar surveys on 16 trunk routes. 
Comparable survey data are available for four routes common to the sur¬ 
veys in 1959 and 1963, namely Calcutta-Patna, Kanpur-Amritsar, 
Bombay-Bangalore, Bangalore-Madras. Annexure I gives the details of 
movement of road traffic between 18 important pairs of points on the 
four routes mentioned above. It would be seen that during a period of 
four years, from 1959 to 1963, the traffic increased generally by about 
75 per cent. On the assumption that during the next two 4-year periods, 
namely, 1963-67 and 1967-71, the increase of traffic would be in the 
same proportion, the long distance inter-city traffic in 1971 is placed at 
about 90 million tonnes. The calculations are furnished in Annexure I. 

(ii) The growth of traffic has also been estimated from another 
angle. As stated earlier, traffic counts were taken at important check 
posts on 16 trunk routes by the Ministry of Transport in 1963. Similarly, 
traffic counts were made during 1957-61 by the Public Works Depart¬ 
ments in the States of Uttar Pradesh, Punjab, Maharashtra, Madras, 
Kerala, Gujarat and Rajasthan. The details of the traffic intensity in 
tonnes per day obtained from traffic counts are shown in Annexure II. 
The traffic intensity figures given in this annexure indicate that during 
the last four years, the overall traffic increase works out to about the 
same figure as revealed by the examination of the point to point move¬ 
ments, vide Annexure I. 

11. The traffic survey carried out on the long distance trunk routes in 
1963 indicated that the average lead of road traffic in commodities other 
than the five bulk commodities discussed in detail in this note, and exclud¬ 
ing traffic up to a distance of 30 kilometres was about 375 kilometres. A 
number of commodities was moving to relatively longer distances; maciri- 
nery, textiles, cotton, medicine and chemical and provisions were moving 
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by road to an average distance of about 750, 630, 585, 500 and 470 
kilMnetres respectively. 

12. As regards the estimated increase of traffic to about three times in 
1970-71, it would be of interest to note that the Perspective Planning Divi¬ 
sion of the Planning Commission in a separate exercise^ have estimated that 
the index of growth of goods traffic by modes of transport other than 
railways will stand at about 356 in 1970-71 with 1960-61 as base. 
This would appear to endorse the tentative conclusions arrived above. 

Intra-citv Traffic (including feeder traffic) by Road 

13. The following three kinds of traffic are included in the estimation of 
intra-city and feeder traffic by road ; 

(i) Traffic moving within a city and its hinterland. 

(ii) Traffic moving from the mining areas/quarries/factories to the 
rail heads. 

(iii) Traffic moving from the rail heads to consumption centres. 

The traffic hauls would normally be limited to a lead not 
exceeding 30 kilometres. 

14. The detailed data relating to the numerous intra-city and feeder traffic 
movements are not available. The following findings of separate exercises 
were made use of to arrive at the estimates of this traffic : 

(i) On the basis of the traffic surveys carried out by the Ministry 
of Transport in 1963, it is estimated that roughly about 50,000 
vehicles were engaged in inter-city traffic in the country. The 
total number of goods vehicles plying on road in the year was 
about 2 lakhs. Thus the approximate number of goods vehi¬ 
cles engaged on intra-city and feeder traffic is placed at a figure 
of 150,000. 

(ii) The goods traffic surveys carried out by the Ministry of Trans¬ 
port and the Transport Departments of the State Governments 
in the cities of Delhi, Gwalior, Rewa, Seoni, Ujjain and Patna 
between 1957 and 1961 indicate that the annual utilisation of 
the vehicles engaged in intra-city traffic was about 30,000 Kms.^ 

(iii) The effective pay load of these vehicles was found to be 2 to 3 
tonnes only : these vehicles mostly performed empty return trips. 


I Notes on Perspective of Development—India: 1960-61 to 1975-76. 

2 Out of the total of l.SO.rOl vehicles engaged in intra-city and feeder traffic, sonie will, 
no doubt, be idle for various reasons, like periodical and other repairs, want of spare 
parts, non-availability of permits and certificate of fitness, etc. These vehicles have 
not been excluded from the total number, i.e., 1,50,000. The extent of their idlen^s 
has, however, been taken into account in the annual vehicle utilisation which is of the 
order of 30,000 kilometres per vehicle per year. 
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On the basis of the above information, the total intra-city and feeder traflBlc 
in 1962-63 is estimated at approximately ll,000i million tonnes kilometres. 

15. The traffic surveys carried out in Delhi, Gwalior, Rewa etc. 
also indicated that the age of the vehicles engaged in intra¬ 
city and feeder traffic was varying between 5 and 15 years. It is thus pre¬ 
sumed that a substantial portion of the goods vehicles manufactured between 
1955 and 1965 would be employed on feeder and intra-city traffic in 
1970-71. On this basis, the total number of old vehicles, 
likely to remain engaged in intra-city and feeder traffic in 1970-71 
is placed at about 350,000-. In addition, about 60,000® light vehicles to 
be manufactured during Fourth Plan are also likely to be engaged on feeder 
traffic. The effective pay load of these medium and light vehicles is reckoned 
at 2.5 and 0.5 tonnes, respectively. Assuming that the annual vehicle 
utilisation of both these types of vehicles in 1970-71 will also be of the 
order of 30,000 kilometres, tlie total intra-city and feeder traffic in 1970-71 
is estimated to be of the order of 27,200* million tonne kilometres. 


1 1,50,000 X 30,000 X 2.5=11,000 million tonne Kms. (approximately). 

2 Figures relating to production and import of goods vehicles are published by the Ministry 
of Transport in their Basic Road Statistics. On the basis of these figures, the average 
production, (including import if any,) of goods vehicles per year during 1955 to 1965 can be 
placed at 30,000 units. Thus, roughly 3,00,000 vehicles (i.e. 30,000 xlO) will be available 
for intra-city traffic on this account. In addition, aged vehicles from defence side are also 
made available from time to time for civilian use. Assuming the take over of these vehicles 
at 50,000, the total number of vehicles for intra-city and feeder traffic in 1970-71 has been 
kept at an approximate figure of 3,50,000. 

3 According to the Working Group on Transport Equipment, the present production of 
3,000 light Vehicles per year is expected to rise to about 25,000 in 1970-71. On the average, 
the production of 12,000 light vehicles per year during the Fourth Plan may be envisaged. 

4 3,50,000x30,000x2'5x60,000x30,000x0'5 = 27,200 million (approximately) 
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ANNEXUREI 

Statement showing the quantities of goods carried by road between 
important pairs of points as revealed in the surveys conducted 
by the Committee on Transport Policy and Coordination 
(1959), and the Ministry of Transport (1963) 


traffic per week (Tomes) 


pairs of points 


C.T.P.C. Survey 
(1959) 

Ministry of 
Transport 
survey (1963) 

Madras-Bangalore 


1,354 

3,003 

Bangalore-M adras 


1,150 

1,414 

Madras-Vellore 


593 

1,202 

Vellore-Madras 


390 

716 

Bombay-K ol hap ur 


1,053 

1,062 

Kolhapur-Bombay 


697 

1,081 

Bombay-Sholapur 


1,225 

1,559 

Sholapur-Bombay 


774 

1,198 

Bombay-Bangalore 


1,222 

3,671 

Bangalore-Bombay 


1,309 

2,894 

Calcutta-Asansol 


1,099 

3,165 

Asansol-Calcutta 


720 

3,763 

Calcutta-Raniganj 


687 

1,105 

Raniganj-Calcutta 


3,898 

5,675 

Delhi-Kanpur 


605 

1,417 

Kanpur-Delhi 


1,261 

1,189 

Delhi-Amritsar 


1,135 

1,458 

Amritsar-Delhi 


1,315 

936 

total of 18 point-to-point movement : 

percentage increase in I9,'3 over 1959 

20,487 

36,508 

75 


On the assumption that during the next two 4 year periods the increase would 
be in the same proportion as for 1959-63 period, the inter- city traffic in 1971 will 
be approximately— 

1963 traffic _ 19 67 tra ffic ^ Wl traffic ^ 

1959 traffic 1963 traffic 1967 traffic 

30 million tonnes (in 1963) X (1-75)2 =30 x 3 06=>about 90 million tonnes. 
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ANNEXURE II 
TralEc intensity on trunk roads 
route 1— Varanasi—Saharanpur 

name of the checkpost traffic intensity in tonnes per day 


(1957) (1963) 


Varanasi 

550 

2,435 

Lucknow 

840 

2,361 

Bareilly 

1,170 

1,650 

Garmukhteswar 

850 

5,376 

Saharanpur . 

3,322 

5,890 

total 

6,732 

17,712 


route 2 —Varanasi — Ludhiana 


Varanasi 

1,372 

2,194 

Allahabad 

1,895 

3,201 

Kanpur 

4,087 

4,182 

Bewar 

1,272 

3,135 

Agra . 

2,160 

6,448 

Pipli . 

7,008 

9,728 

Ludhiana 

5,544 

10,864 

total 

23,338 

39,752 


route 3— Delhi — Jaipur—Ajmer 



(1960) 

(1963) 

Jaipur . 

1,620 

5,067 


route 4— Agra-Bharatpur-Jaipur 



(1957) 

(1963) 

Agra 

630 

1,589 

Jaipur . 

2,457 

2,432 

total 

3,087 

4,021 


route 5— Nagpur—Bombay 



(1959-60) 

(1963) 

Nagpur 

1,300 

2,067 

Akola . 

132 

1,868 


(1958-59) 


Dhulia 

2.100 

5,501 

Bombay (beyond Bhawani towards 


Dhulia) . 

8,035 

8,791 


13,567 18.227 


’total 
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name of the checkpost 

ANNEXURE II—(conrd.) 

traffic intensity in tonnes per day 


route 6— Madras-Bangalore 

(1960) 

(1963) 

Madras 

13,427 

14,874 

Bangalore 

4,250 

5,291 

Mysore 

3,570 

5,607 

Mangalore . 

2,064 

2,092 

total 

23,320 

27,867 


route 7— Madras-Cochin 

(1961) 

(1963) 

Salem . 

7,149 

9,505 

Cochin 

3,055 

7,573 

total 

10,204 

17,078 


route 8— Bombay-Bongalore 

(1959-60) 

(1963) 

Bombay (beyond Bhiwandi towards 


Poona) 

9,709 

13,876 

Poona 

6,973 

8,961 

Bangalore 

4,497 

5,888 

total 

21,179 

28,728 

route 9— Bombay-Ahmedabad 



(1959-60) 

(1963) 

Bombay (beyond Bhiwandi towards 


Surat) 

1,961 

5,763 

Surat . 

3,707 

3,913 

Baroda 

1,238 

9,687 

Ahmedabad 

(1957-58) 

2,658 

9,591 

total 

9,567 

28,954 


Note : Since no traffic counts were made in the States of West Bengal, Bihar, Orissa, 
Madhya Pradesh, similar data on routes in these States are not available. 
The total of the counts made at the various check-posts in 1957 on routes 
Nos. 1, 2 and 4 work out to 33,157 tonnes. As against this, the total at these 
check-posts in 1963 was 61,485 tonnes, thereby indicating an increase of 28,328 
tonnes i.e., an approximate increase of 90 per cent in 6 years. In other words, 
the average annual increase from 1957 to 1963 was at the rate of 15 per cent. 

The totals of the counts at all the check-posts in 1960 and 1963 work out 
to 78,457 and 1,25,921 tonnes respectively, indicating an increase of 47,464 
tonnes during a period of about 3 years. The average annual rate of increase 
works out to 20 per cent. 

In the light of these trends, the rate of increase of road traffic is placed at 
70 to 75 per cent in the 4-year period from 1959 to 1963—the same as 
indicated by another approach vide Annexure I. 



APPENDIX 6 


LICENSING POLICIES FOR ROAD TRANSPORT IN THE STATES* 

According to Section 44 of the Motor Vehicles Act, 1939 (as amended 
in 1956), each State Government is required to constitute a State Transport 
Authority for the entire State and Regional Transport Authorities for diffe¬ 
rent regions in the State. It is also laid down that “the area specified 
as the region of a Regional Transport Authority shall in no case be less 
than an entire district, or the whole area of a Presidency town.” The State 
Transport Authority is expected to coordinate and regulate the activities of 
the Regional Transport Authorities and to perform such other functions as 
may be prescribed. A Regional Transport Authority is empowered to grant 
permits and countersignatures for all types of transport vehicles. 

Size of a Region 

2. The size of a region varies from State to State. It is coextensive with 
a Revenue District in the States of Assam, West Bengal (except Presidency 
town of Calcutta and 24 Parganas which together constitute a region), Orissa, 
Andhra Pradesh, Madras (except city of Madras which itself is a region), 
Mysore and Kerala. It is coterminous with a Revenue Division in Maha¬ 
rashtra (except Bombay region which covers Greater Bombay area only), 
Punjab, Madhya Pradesh and Bihar. In Gujarat, the State territory has 
been divided into two regions, one comprising of ten and the other of seven 
revenue districts. Uttar Pradesh and Rajasthan have been divided into 
9 and 5 regions respectively; each region consisting of 3 or more districts 
according to administrative convenience. 

Composition of State Transport Authorities and Regional 
Transport Authorities 

3. The number of members constituting the State Transport Authority 
and Regional Transport Authorities varies from State to State. The highest 
number is in the State of Bihar where the State Transport Authority and 
the Regional Transport Authorities consist of 10 official and 10 non-official 
members each. The Government of Madhya Pradesh has a single member 
Regional Transport Authority in each region. In Madras State, the State 
Transport Authority and Regional Transport Authorities are single-member 
bodies. 


1. This is summary of a paper prepared by the C.T.P.C. Secretariat 
in April, 1963 setting out the factual material on licensing policies in the 
States. 
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Judicial experience required for the Chairman of the Transport 

Authorities 

4. The law requires that “a State Transport Authority and the Regional 
Transport Authority shall consist of a Chairman who has had 
judicial experience”. State Governments have generally interpreted ‘judicial 
experience’ to mean experience gained by an officer in a judicial post as 
a judge or magistrate. Accordingly, the post of Chairman, State Transport 
Authority is held by the Transport Commissioner in Andhra Pradesh, 
Madhya Pradesh, Mysore, Uttar Pradesh and West Bengal; Deputy Trans¬ 
port Commissioner in Madras; Memiber, Board of Revenue, in Bihar, Kerala 
and Orissa; Secretary, Central Public Works Department in Gujarat; 
Secretary, Agriculture and Forest Department in Maharashtra; Secretary, 
Irrigation and Power, in the Punjab; and Secretary, Law Department, in 
Rajasthan. 

5. The Chairman of the Regional Transport Authority is generally a 
Commissioner of a Division or a District Magistrate according to the size 
of the region. This position is filled by the Divisional Commissioner in 
Bihar, Gujarat, Maharashtra, Punjab and Uttar Pradesh; Member, Board of 
Revenue in Rajasthan; the Collector in Andhra Pradesh, Madras and Kerala; 
an Additional District Magistrate in Mysore; and District Magistrate in 
Orissa and West Bengal. 

Appellate Authorities 

6. Under Section 64 of the Motor Vehicles Act, the right of appeal has 
been granted to persons aggrieved by the order of the Transport Authorities 
in respect of matters enumerated therein, including refusal of permits. 
Various State Governments have set up appellate authorities for the purpose 
of hearing appeals. 

Intra-State Operation of Vehicles 

7. According to the Motor Vehicles Act, a regular permit granted by 
a Regional Transport Authority shall not be valid in any other region 
unless the permit has been countersigned by the Regional Transport Autho¬ 
rity of the other region. For the issue of intra-regional regular permits. 
Regional Transport Authorities are required to follow the prescribed proce¬ 
dure of inviting and hearing representations. The same procedure has to 
be followed for the grant of countersignatures for inter-regional operations. 
A State Government may, however, make rules according to which a permit 
granted in one region shall be valid for another region within the State 
without countersignatures. The position in regard to issue of permits for 
intra-State operations in the various States is given below : 

8. Andhra Pradesh .—^Regional Transport Authorities issue primary 
public carrier permits for any 6 contiguous districts, including the home 
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district; at the option of the operator or for the entire Telangana Area as 
one zone without having to obtain countersignatures from the other Regional 
Transport Authorities. Stage carriage permits are issued on particular 
dnd specified routes. Private carrier permits are granted by Regional 
TVansport Authorities after satisfying themselves about the business interest 
of the applicant in the area and the commodities required to be carried 
for which the application is made. These private carrier permits are also 
made valid for more than one region by the home Regional Transport 
Authorities at the time of the first sanction, with the prior concurrence of 
State Transport Authority as required under the proviso to Section 63(1) 
df the Motor Vehicles Act. 

j Regional Transport Authorities are empowered, subject to the pro¬ 
visions of Section 45 of the Motor Vehicles Act, 1939, to grant permits 
valid in any other region or re^ons without the need of countersig¬ 
natures of Regional Transport Authorities concerned in other region or 
regions. Extension of validity of public carrier permits is granted by the 
State Transport Authority for five straight routes, each not exceeding 450 
miles on trunk roads with five touching stations for each route situated 
at a distance not exceeding 30 miles from the nearest point on the trunk 
route road. The choice of routes is left to the operators. Inter-re^onal 
permits for stage carriages are issued by the home Regional Transport 
Authority with the previous concurrence of the other Regional Transport 
Authorities. Permit holders of private carriers, after obtaining permits from 
the home district, generally can approach the State Transport Authority for 
extensions as that would be advantageous to them in securing larger area 
of operation. 

9. Bihar .—Permits for all types of vehicles (public carrier, stage 
Carriages, private carriers etc.) are granted region-wise by the respective 
Regional Transport Authorities. Primary permits for public carriers, which 
are issued by the Regional Transport Authorities for the region, can be got 
Countersigned by the State Transport Authority for operations in the whole 
bf the State of Bihar, subject to road conditions, after going through the 
procedure of inviting and hearing representations as laid down in Section 
63 of the Motor Vehicles Act, Private carrier permits are issued taking 
into account the size of the business concern seeking such a permit. 

10. Gujarat .—^Public carrier permits are generally issued for operation 
in a region and are valid for a period of five years. In the case of stage 
carriage permits, the preference has been given to a nationalised undertaking 
whenever such an undertaking is an applicant. The provisions of sub-Section 
? of Section 63 of the Motor Vehicles Act, 1939 are being followed with 
regard to countersignature of permits. Private carrier permits are granted 
almost automatically after verifying the bonafides of the applicants and are 
issued for a period of five years. 
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11. Kerala .—^Regional Transport Authorities issue public carrier and 
stage carriage permits for operation within the region. The procedure of invit¬ 
ing and hearing representations as laid down in the Act is duly followed. 
In granting countersignatures in inter-regional operations, the procedure 
as laid down in Section 63 of the Motor Vehicles Act is followed. Aj 
regards public carriers, counter-signatures for routes extending over two 
or more regions is granted by the State Transport Authority and the permit 
can thus be made valid for operations throughout the State. The State 
Transport Authority assumes original jurisdiction for stage carriages in 
respect of routes covering more than two regions or exceeding 75 miles. 
Permits for routes lying within two re^ons of the State, the distance between 
which does not exceed 75 miles, are issued by the Regional Transport 
Authority within whose jurisdiction the major portion of the route lies and 
are subsequently countersigned by the other Regional Transport Authorities 
concerned. As regards private carriers, with the general approval of 
State Transport Authority, the Regional Transport Authority within whose 
jurisdiction the private carrier resides or conducts his business, 
issues inter-regional permits (Statewise, if necessary) after ascertaining the 
requirements of the private carrier. 

12. Madhya Pradesh .—As a result of directions from the State Trans¬ 
port Authority and the State Government, Regional Transport Authorities 
fix ceilings on routes as provided under Section 47(3) of the Motor Vehicles 
Act. As regards public carriers, permits are granted to whosoever pro¬ 
duces a serviceable vehicle. With effect from November 1, 1962, permits 
to public carriers are granted for the entire State by Regional Transport 
Audiorities. The original Regional Transport Authority can grant counter- 
signatures for operation of goods vehicles in other region or regions after 
following the prescribed procedure of inviting and hearing representations 
as {M'ovided in Section 63(3) of the Motor Vehicles Act. 

13. Madras .—In Madras, primary permits are granted after following 
the prescribed procedure under Section 57 of the Motor Vehicles Act. 
As regards grant of stage carriage permits, the State Government has laid 
down certain principles which classify bus routes covering less than 15 
miles as short routes, routes covering 15 to 75 miles as medium routes, 
and routes covering more than 75 miles as long routes. Preference is given 
to new entrants for short routes/shuttle services and to applicants with one 
to four buses (excluding spare buses) for medium routes. Public carrier 
permits are granted by Regional Transport Authorities with State-wide 
validity. 

14. Maharashtra .—Stage carriage and public carrier permits are issuea 
by the Regional Transport Authorities for the whole of the area for which 
they have jurisdiction after following the procedure of publication and invit¬ 
ing and hearing objections. In the grant of stage carriage permits prefer¬ 
ence is given to the nationalised undertaking wherever it is one of the 
applicants for the permit. 
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As regards the extension of area of validity of permits, the original trans¬ 
port authority which issues a permit other than a stage carriage 
permit may, subject to the provisions of Section 63 of the Act, extend the 
effect of the permit to any other region within the State, provided that the 
vehicles to which the permit refers are normally kept within the region of 
the original transport authority. The original transport authority may issue 
a permit having validity in another region in accordance with any general 
or special resolution recorded by any other Regional Transport Authority, 
filter-regional movement of goods is facilitated through countersignatures of 
permits issued by other Regional Transport Authorities. 

15. Mysore .—Stage carriage permits are issued by Regional Transport 
Authorities routewise in accordance with the provisions of Section 47 of 
the Motor Vehicles Act. Public carrier permits are issued by Regional 
Transport Authorities who take into consideration factors enumerated 
in Sections 54 and 55 of the Motor Vehicles Act. In issuing public carrier 
permits, parking facilities in towns and cities are also taken into account. 

As regards inter-regional operation of goods vehicles, separate rules 
have been framed by the State Government for the grant of permits without 
countersignatures. Thus, by a notification, the State Government has autho¬ 
rised the Regional Transport Authority of any region to issue a permit to 
be valid in any region or regions without the countersignatures of the other 
Regional Transport Authority or the Regional Transport Authorities con¬ 
cerned, whose concurrence has to be obtained before issuing such a permit. 

16. Orissa .—^Regular intra-regional permits are issued by Regional 
Transport Authorities according to the procedure laid down in the Motor 
Vehicles Act. As regards inter-regional operations, the procedure as laid 
down in Section 63 of the Motor Vehicles Act for grant of countersigna¬ 
tures is followed. The State Transport Authority exercises jurisdiction over 
the grant of permanent permits for more than one region in the State. 

17. Punjab .—Permits for stage carriages and public carriers are 
valid for a region after following the procedure as laid down in Section 57 
of the Motor Vehicles Act. As regards stage carriages, in the Ambala and 
Jullundur regions, the Punjab Government has adopted a scheme for shar¬ 
ing permits on 50 : 50 basis between the State Transport Undertaking and 
private operators. In the former Pepsu area, the policy of hundred per cent 
nationalisation of stage carriage operation has been adopted. If the route 
for which a stage carriage permit is required extends beyond the home 
region, the concurrence of the Regional Transport Authority of the other 
region concerned is obtained by the Regional Transport Authority of the 
home region before issuing the basic permit. If, at a later stage, it is 
desired by the operator to extend the route from the home region to any 
other region, the procedure, as laid down in the law for the grant of counter- 
signature to a permit, namely, of publication and inviting and hearing 
objections, is followed. As regards public carriers, an operator who wishes 
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to have a permit valid for the whole State (which comprises three regions) 
may have such a permit (except for roads in hilly areas) from the Regional 
Transport Authority which issues the basic permit itself, on payment of 
countersignature fee for two regions other than the one for which he holds 
the basic permit. By an amendment of the Motor Vehicles Act applicable 
to the State, licensing powers given to Regional Transport Authorities under 
the Motor Vehicles Act are vested in the State Transport Commissioner. 

18. Rajasthan .—Permits are granted by Regional Transport Authorities 
for a region after following the procedure laid down in the Act, counter- 
signatures for operations of vehicles in other regions are granted under the 
procedure laid down in Section 63 of the Motor Vehicles Act. 

As regards pubUc carriers, the Regional Transport Authority of the home 
region can grant permits for operations on a fixed route in any one region 
or for operations throughout the State after obtaining the general concurrence 
of the other Regional Transport Authorities concerned. The operator has 
to obtain countersignatures from the other concerned Regional Transport 
Authorities. These are granted automatically. 

19. Uttar Pradesh .—^While granting stage carriage and public carrier 
permits preference is given to a viable unit which means an operator having 
not less than 20 transport vehicles. Public carrier permits are granted for 
an operational area of 150 miles radius from the base of operation or for 
a route not exeecding 300 miles without restriction even though the area 
may fall in one or more regions. For public carrier permits exceeding 
these limits, the Regional Transport Authority has to obtain the approval 
of the State Transport Authority. 

The provisions of Section 63(3) of the Motor Vehicles Act are being 
followed with regard to the countersignature of permits. Under Section 
64 of the Uttar Pradesh Motor Vehicles Rules, the Regional Transport 
Authority which issues a permit other than a stage carriage or a casual con¬ 
tract carriage permit, may extend the operation of the permit to any other 
region within the State, provided always that the vehieles to which the 
permit refers may normally be kept within the region of the original trans¬ 
port authority. 

20. West Bengal .—Permits for stage carriages or public carriers are 
granted by Regional Transport Authorities for operation within the region 
after following the procedure laid down in Section 53 of the Motor Vehicles 
Act. West Bengal Motor Vehicles Rules provide that an original transport 
authority may issue a public carrier permit “having validity in any 
other region in the State in accordance with any general or special resolu¬ 
tion recorded by any other regional authority”, provided that the vehicles 
to which the permit refers are normally kept within the region of the original 
transport authority. In view of the large number of applications received 
for the grant of countersignatures of permits, Regional Transport Authori¬ 
ties and the State Transport Authority take recourse to Rule 63 of the 
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Bombay Motor Vehicles Rules and allow extensions of permits to other 
regions, normally only for short durations. The State Transport Authori^ 
grants regular permits for particular long distance intra-State routes which 
may cover several regions, the procedure for issue of these permits being 
the same as that for other primary permits. 

Private carrier permits are granted on completion of the necessary enqui¬ 
ries. Their validity is extended in the manner indicated above for public 
carriers. 

Inter-State Operations of Vehicles 

21. State Governments have entered into reciprocal agreements with 
neighbouring States and, in a few cases with non-adjoining States as well, in 
regard to inter-State operations of motor vehicles. The number of permits 
to be countersigned for inter-State operations is fixed on a reciprocal basis 
by the State Governments concerned. 

22. Some of the reciprocal agreements, such as those between Orissa 
and Bihar, Madhya Pradesh and Orissa, and Madhya Pradesh and Gujarat, 
are subject to review at the instance of either State Government after a 
specified period of time, say, six months or a year. In other cases, for 
instance, in regard to agreements between Gujarat and Rajasthan and Uttar 
Pradesh and Maharashtra, the number of permits fixed under these agree¬ 
ments is revised or raised only when it is considered necessary. 

23. Reciprocal agreements generally cover all types of motor vehicles^ 
As regards stage carriages, the number of regular permits and, in some 
cases, temporary permits also, is fixed for operation on specified inter-State 
routes as between the States concerned. The number of buses is fixed 
broadly, on the basis of mileage lying in the territory of each State. 
In some case, as, in the agreement between Madras and Andhra 
Pradesh, the number of buses to be introduced on inter-State routes is on 
the basis of parity (50 ; 50). 

24. As regards public carriers, reciprocal agreements provide for a fixed 
number of goods vehicles of each State to ply on regular permits 
OQ inter-State routes. The number of temporay permits is fixed in a 
majority of cases, while in some cases, the number of such permits is 
unrestricted. The movement of public carriers engaged in inter-State ope¬ 
rations is generally restricted. For instance, agreements between Andhra 
Pradesh and Orissa and Andhra Pradesh and Maharashtra, provide for 
countersignatures of permits for particular routes (not more than three 
routes) connecting particular terminals by the shortest routes, the distance 
of penetration on any route in the reciprocating State being not more than 
350 miles to be reckoned from the State border of the respective States. 
In die agreement between Orissa and Madhya Pradesh, it is specified that 
the area of operation of public carriers operating on regular permits will 
be the contiguous districts of the two States in addition to which not more 
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than two routes out of the agreed inter-State routes will also be allow¬ 
ed. Out of the 100 regular public carrier permits to be issued by Orissa, 
10 may be reserved for being issued from any point in Orissa to Bhilai in 
Madhya Pradesh and likewise 10 permits will be issued from any point in 
Madhya Pradesh to Rourkela. 

25. It is specifically provided in reciprocal agreements between States 
that public carriers operating under the agreement shall not be used for 
picking up or dropping goods between any two points lying within the 
jurisdiction of the reciprocating States. 

26. Reciprocal agreements between some States, for instance between 
Andhra Pradesh and Maharashtra, Gujarat and Rajasthan and Madhya 
Pradesh and Gujarat, restrict the number of private carriers and also limit 
their movement to specified routes. In certain other cases, for instance, 
between Orissa and Bihar, Rajasthan and Uttar Pradesh, Andhra Pradesh 
and Orissa and Maharashtra and Madhya Pradesh, the number of private 
carrier permits is not fixed and the permits are countersigned on the recom¬ 
mendation of the State Transport Authority of either State. 

27. In the case of countersignatures of permits to be granted under 
reciprocal agreements between States, it is not necessary for the Regional 
Transport Authority or the State Transport Authority concerned to follow^ 
the procedure of inviting and hearing representations {vide Section 63(3) 
[proviso]). Under Section 43(i)(iv) of the Act, a State Government, 
having regard among other considerations, such as the desirability of co¬ 
ordinating road and rail transport may, by notification in the Official 
Gazette, issue directions to the State Transport Authority for giving effect 
to any agreement entered into with any other State Government. No such 
notification can be issued unless a draft of the proposed direction is publish¬ 
ed in the Official Gazette and objections or suggestions received in this 
connection arc considered, after giving an opportunity to the parties interest¬ 
ed to be heard. In several States, no directions are issued (or notified) 
by the State Governments to the State Transport Authority concerned. A 
few State Governments, such as Andhra Pradesh, Madras and Mysore- 
however, issue such directions and notify the draft agreements. 

28. Reciprocal agreements, providing for inter-State movement of 
vehicles, generally exist between neighbouring States. As regards inter¬ 
state operations involving more than two States, very few agreements have 
been made and the movement is allowed on the basis of temporary permits. 
There is no organised transport service operating on regular permits on 
long distance routes covering more than two States. 

Temporary Permits 

29. Temporary permits are granted by State Governments under Section 
62 of the Motor Vehicles Act to meet temporary needs. For inter-State- 
operation, these permits are granted under reciprocal agreements and, where- 
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such arrang^cnts do not exist, prior concurrence is obtained from the 
transport authorities of the State concerned. Reciprocal agreements in 
regard to temporary permits for public carriers ako exist between some 
non-adjoining States. For instance, Maharashtra has such an arrangement 
with Punjab, Delhi, West Bengal and Bihar. Similarly, the West Bengal 
Government has entered into reciprocal agreements with Uttar Pradesh 
and Delhi for the grant of temporary public carrier permits. 

30. The number of temporary public carrier permits is generally fixed 
under the reciprocal agreements between States. In a few cases, however, 
the number of such permits is not restricted. Intending operators are 
required to submit applications for temporary permits in a prescribed form 
giving full details of their needs and to produce documentary' evidence 
justifying such need. This is particularly the case in West Bengal. Gene¬ 
rally, certain conditions are also attached by States to the grant of such 
temporary permits. For instance, in the reciprocal agreement between 
Andhra Pradesh and Mysore conditions laid down for the grant of tempo¬ 
rary permit include the following :— 

(i) The applicant should produce evidence that the requisite tax 
payable in the other State has been paid in advance. 

(ii) Such temporary permits will be issued for the minimum period 
necessary and up to a maximum of one month. 

(iii) Temporary permits in respect of goods vehicles will be issued 
when it is intended for the transport of goods from Mysore 
State to Andhra Pradesh for a particular journey or journeys 
specified in the permit. 

31. Temporary permits for inter-State operations of public carriers are 
generally issued for a period varying from 7 days to 30 days for a specified 
route. In certain cases such permits are issued for a single return trip 
and for a period not exceeding seven days. For instance, this stipulation 
is made in the reciprocal agreement between Orissa and Andhra Pradesh 
In Rajasthan, however, temporary permits are granted even for a single 
day. 

The position in regard to the issues of temporary permits in the various 
States is set out below : 

32. Andhra Pradesh .—^Following the practice in the composite State of 
Madras, the need should not only be temporary but particular also in the 
sense that it should be specific and not a regular need. In the case of 
public service vehicles, temporary permits are issued to meet specific pur¬ 
poses, such as the provision of substitute service in place of a vehicle 
whose permit has been suspended. In the case of goods vehicles, tempo¬ 
rary permits are granted for particular routes specifying particular com¬ 
modities for transport. 
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Tlie period of validity of temporary permits varies according to the 
purpose for which they are granted. The maximum period is four months. 
Temporary permits are not renewed, but where there is need, fresh tempo¬ 
rary permits are issued. Persons applying for temporary permits should 
prove the need to the satisfaction of the authorities concerned. 

Whenever there is a temporary need for the operation of veliicics on 
inter-State routes covering non-adjoining States, temporary permits are issued 
by obtaining the concurrence of the State concerned. 

33. Bihar .—Temporary permits are issued in accordance with the 
requirements of Section 62 of the Motor Vehicles Act. Temporary permits 
are usually granted for one to four months. On inter-State routes tempo¬ 
rary permits are regulated by the terms of reciprocal agreements arrived at 
between the two States. 

34. Gujarat .—Temporary permits are normally issued by Regional 
Transport Authorities in the circumstances mentioned below ;— 

(i) when some contingency for a short duration arises and the 
existing machinery is not adequate to cope with it; 

(ii) when a person, who has bought a new truck, applies for a 
temporary permit to put the vehicle into commission imme¬ 
diately bdore applying for a regular permit; 

(iii) when an operator of another State comes into the State on 
specified, casual' or seasonal needs. 

For the first two categories of permits, the period of duration 
should not exceed four months and for the third the period is one month. 
Normally, the vehicles of other States, which ply through Gujarat are 
covered under reciprocal agreements and no necessity arises for the issue 
•of temporary permits. 

35. Kerala .—The provisions contained in Section 62 of the Motor 
Vehicles Act, 1939 are being followed for the purpose of issuing temporary 
permits on inter-State routes. The temporary need is construed to 
include also a need which cannot await satisfaction till the issue of a regular 
permit after the statutory formalities have been fulfilled. Temporary 
permits are issued both for stage carriages and public carriages. 

Temporary permits for goods vehicles of other States are granted by 
the State Transit Authority for operation on routes in Kerala State 
according to need. T]emporary permits in respect of Mysore-based vehi¬ 
cles are issued in accordance with the reciprocal agreement entered into 
with that State. 

36. Madhya Pradesh .—^The term “temporary need” is essentially relat¬ 
ed to vehicles which do not normally have business of transport with other 
regions but have to undertake it by chance when somebody is willing to pay 
for it. 
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Temporary permits are issued! for ^ minimum period of a week, but 
generally for a month, because in Madhya Pradesh the motor vehicles tax 
is realised for not less than a month whatever may be the period of th« 
temporary permit. However, a temporary permit can be granted for four 
months at a time. 

37. Madras .—Temporary permits are issued in accordance with the 
provision of Section 62 of the Motor Vehicles Act, Temporary permitsi 
under this provision ar© granted only to meet an emergency, that is, in 
the case of stage carriages, to ply when the normal service is interrupted 
or on account of an accident or breakdown. 

38. Maharashtra .—Temporary permits are granted under Section 62 of 
the Motor Vehicles Act to meet temporary or specified needs. These per¬ 
mits are issued for periods necessary to provide the transport service in 
question, but subject to a maximum period of four months. Temporary 
permits are generally issued on a monthly basis, both for inter-re^onal and 
for inter-State routes where reciprocal agreements have been entered into. 
In cases where no reciprocal arrangements exist, prior concurrence is obtain¬ 
ed from the transport Authorities of the State concerned. 

39. Mysore .—Temporary permits are generally issued only once (for 
periods, not exceeding four months) prior to grant of regular permits. Tlie 
requirements for the issue of temporary permits under Section 62 of the 
Motor Vehicles Act are observed. 

,40. Orissa .—A particular need proved to the satisfaction of the Region¬ 
al 'transport Authority as a temporary one is generally considered for the 
grant of a temporary permit under Action 62(c) of the Motor Vehicles 
Act, 1939. Generally temporary permits are granted for periods not ex¬ 
ceeding four months. 

41. Punjab .—A temporary permit authorising the use of a transport 
vehicle outside the region or regions or the route or routes to which it is 
ordinarily restricted, is granted wth the concurrence of the Regional Trans¬ 
port Authority of the other region concerned on payment of prescribed 
fees. A limited number of temporary long distance haulage permits are 
also issued for through haulage to Bombay, Calcutta etc. 

42. Rajasthan .—The interpretation of temporary need is left to the 
Regional Transport Authority. Temporary permits are issued within the 
State, under Section 62 of the Motor Vehicles Act for a maximum period of 
four months 

43. Uttar Pradesh .—The duration for which temporary permits are issu¬ 
ed varies from one week to four months. Temporary stage/contract carri¬ 
ages and tourist permits are also issued on intra-State and inter-State routes 
irrespective of distances in terms of reciprocity. 



LICENSING POLICIES FOR ROAD TRANSPORT IN THE STATES 269 

44. IVest Bengal .—Temporary permits are issued in accordance with 
the provisions of Section 62 of Motor Vehicles Act, 1939. Regional Trans¬ 
port Authorities grant temporary permits for operation within a radius of 
150 miles. Temporary permits beyond 150 miles radius are granted by 
the State Transport Authority. Regional Transport Authorities and the 
State Transport Authority also issue temporary permits for carriage of 
goods to the State of Bihar. Certain Regional Transport Authorities have 
also been authorised to grant temporary permits up to Calcutta even though 
the distance exceeds 300 miles. 

The maximum period for which temporary permits are issued is four 
months, thou^ the period of individual permits varies from one week to 
four months. 
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ROAD TRANSPORT COSTS 

At the very outset of its work, the Conunittee realised that adequate 
information on costs of operation of road transport was not available. The 
Committee, therefore, arranged for an ad hoc study of the costs of operation 
of three transport undertakings in the country in 1960 with the help of 
the Chief Cost Accounts Officer, Ministry of Finance. For the purpose 
of this study, a few vehicles belonging to the three undertakings were selected. 
The vehicles selected were in different age groups and of different makes 
and were employed on diffemt types of service such as throu^ goods 
movement and parcel service. The object was to ascertain the costs of opera¬ 
tion under varying conditions. Estimates of costs of operation of the three 
undertakings were computed from the actual records kept by these 
undertakings. 

2. The costs of operation were worked out with reference to the follow¬ 
ing components of cost; 

(a) operating or running charges—^fuel consumed, oil and lubricants 
utilised and their recurring charges incurred for every trip; 

(b) repairs/maintenance charges including replacement of spares, 
parts and tyres; 

(c) standing charges consisting of depreciation, insurance and 
taxes, pay and allowances of operating staff; and 

(d) share of general overheads pertaining to administrative, office 
and contingent expenditure. 

3. There were wide variations in the estimates of costs of opertion for the 
three undertakings. The table below gives the highest and lowest costs per 
vehicle mile and per ton mile for the three firms. The firms have been 
designated as A, B and C. 

(in paisc) 

Firm A Firm B Firm C 



highest 

lowest 

highest 

lowest 

highest 

lowest 

cost per ton mile 

18 0 

12 0 

16-9 

14 -5 

46-4 

20-5 

cost per vehicle 
mile 

118 0 

83 -3 

78 -7 

57 -6 

87 1 

65 -8 

The cost per vehicle mile 

varies 

from 57.6 

paise to 

118.0 

paise and 


that per ton mile from 12.0 paise to 46.4 paise. In interpreting these data, 
however, it has to be borne in mind that this was a limited study and the 
results pertained to only a few vehicles of just three undertakings and could 
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not be expected to indicate fully the range of variations that possibly could 
be obtained in the cost calculations. 

In the following paragraphs are reproduced portions of the report of the 
Chief Cost Accounts Officer. 


Firm ‘A’ 

4. The firm is a private limited company and its main fleet consists of 
about 180 trucks. The trucks are all Tata Mercedes Benz Diesels. The 
main commodities carried are tin-plates, shoes, textiles, machinery, dry 
fruits, pipes, sanitary fittings, soap, chemicals, oil and general consumer 
goods. The company maintains a rough record for each trip showing the 
operating expenditure and receipt and particulars of other non-recurring 
expenditure were also available separately for each vehicle. 

Tlie investigation related to the study of five vehicles of different age 
groups operating on different terrains carrying bulk and smalls with non¬ 
stop and stop services connecting long, medium and short distances. The 
particulars of the five vehicles are as below : 


make 

model 

from 

to 

miles 

through 

or 

parcel 

service 

regis¬ 

tered 

pay 

load 

(maunds) 

period 

for 

which 
data was 
analysed 

Tata Mercedes 

Diesel 

1958 

Delhi 

Calcutta 

1000 

through 

170 

19-1-1959 

to 

31-12-1959 

do 

1956 

Delhi 

Nangal 

219 

parcel! 

170 

3-9-1958 

to 

28-1-1960 

do. 

1958 

Delhi 

Agra/ 

Indore/ 

Jaipur 

575 

parcel* 

170 

2-2-1958 

to 

19-10-1959 

do. 

1957 

Delhi 

Ferozcpore 

271 

parcel! 

220 

5-1-1958 

to 

30-12-195» 

do. 

1958 

Delhi 

Bombay 

922 

through 

170 

10-12-1958 


to 

10-10-1959 

5. The company does not maintain any separate records of miles done 
from the metre readings or diesel consumed, but the quantity and value of 
diesel purchased and put into the vehicle on each occasion is supported by 
cash receipts. The diesel consumption has been worked out from the total 
purchases of diesel in respect of each vehicle over the period investigated. 
All other recurring expenditures, such as octroi charges paid, amounts paid 
for repairs/maintenance, payment made to the operating staff {i.e., batta) 
and other miscellaneous items of expenditure have been taken from the 


iSerrice with stoppages at intermediate stations. 
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driver’s statement of accounts for every trip. Loading/unloading charges 
have been taken at varying percentages of the realisations in accordance with 
the Company’s practice in different stations. There is no uniformity in this 
regard as the percentage varies from 6i to 10 of the realisations and this 
amount is stated to include also delivery commission paid in certain stations. 
Strictly speaking, for the purpose of the present enquiry, it would have been 
better if the figures of loading/unloading charges and delivery commission, 
had been available separately. This was, however, not possible. Although 
according to the Company, the depreciation factor is not separately consi¬ 
dered by them in view of the present high resale value of second hand 
vehicles, for purposes of this enquiry, in working out their operating costs, 
depreciation has been allowed on the basis of a life of seven years on straight 
line basis. It may, however, be pointed out that the depreciation rate allowed 
by the Income Tax authorities is 25 per cent on written down value. 


The load actually carried during every trip was available only in respect 
of through routes from Delhi to Calcutta and Delhi to Bombay. For the 
remaining routes operating as parcel services, the gpods challans specifying 
the load carried to each destination were not available separately. The 
Company, however stated that uniformly on all trips the load carried was 
about the pay load of the vehicles. The load carried per trip on these routes 
has, therefore, been assessed at these average pay loads. 

6. The operating cost data as worked out in the investigation are sum¬ 
marised below ; 

cost per maund mile (in paisa) 


lowest load authorised on 
the routes . • (maunds.) 

diesel and oil 
repairs/spares . 
batta to operatives 
ex-gratia payments 
loading/unloading charges 
insurance and taxes 
pay and allowances to 
operatives 
octroi on goods 
administration 
tyre replacement 
depreciation . _ . 

other items including com¬ 
mission . . . • 


total cost 

average load actually carried (maunds) 


Delhi 

Delhi 

Delhi 

Delhi 

Delhi 

to 

to 

to 

to 

to 

Calcutta 

Nangal 

Indore Ferozepore Bombay 

135 

170 

135 

170 

135 

0 10 

0-12 

0-13 

on 

0-09 

0 02 

0 03 

0 05 

0 04 

0 06 

0 02 

0 04 

0 03 

0 02 

0-03 

0 06 ' 


0 03 


0 02 

0 05 

0 04 

0-05 

o-os 

0-01 

0 03 

0 04 

0 03 

0 02 

0-07 

0 03 

0 05 

0-05 

0 04 

0-03 

0 04 

0 01 

0-02 

0-01 

0 02 

0 01 

0 02 

0-02 

0 01 

O-OI 

0 05 

0 03 

0-07 

0-04 

0-08 

0 04 

0 06 

0 05 

0-04 

0-05 

0 09 

0-10 

0-13 

0-08 

0-03 

0-54 

0-54 

0-66 

0-44 

0-50 

215 

162-5 

173 

190 

209 


It will be seen from the above that only the cost per maund mile of two 
vehicles are abnormal, one being at 0.66 paisa and the other at 0.44 paisa. 
These wide differences require some explanations. The Delhi to Indore 
vehicle which has recorded a cost of 0.66 paisa is powered by an engine of 
100 HP whereas the other vehicles are powered by an engine of 90 HP. Ibis 
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apart, the average load carried on this vehicle was only about 173 maunds 
and the mileage done was only about 43,500 miles per year whereas the 
other vehicles had done on an average 50,000 miles per year with a greater 
load. The combination of these two factors has resulted in a depression of 
die maund miles calculated and consequent increase in unit costs. In the 
case of the Delhi to Ferozepore vehicle which has recorded a cost of 0.44 paisa 
per maund mile, the element of ex gratia payments is nil. The load carried 
was on an average 190 maunds throughout and it has done more than 56,000 
miles per year, thus yielding the highest maund miles as a result of more 
frequent trips. Consequently, the unit cost under every major item has 
been low. 

7. Ideal cost .—Having dealt with actual costs, an attempt is made below 
to assess an ideal cost for a vehicle under normal conditions. On the basis of 
the distance covered by the route and the miles travelled in a year—Delhi to 
Ferozepur and Delhi to Indore vehicles could be considered representative 
As full details regarding Ferozepore vehicle were not available, the Indore 
vehicle has been taken. Tata Mercedes Benz diesel truck is plying on this 
route and the mileage covered by the route is 575 each way. The 
authorised load is only 170 maunds each way, and there will be four possible 
to and fro trips in a month. A vehicle utilisation of 90 per cent (time fac¬ 
tor) has been assumed. Under the above conditions, 43 effective return trips 
would be possible in a year covering 49,450 miles carrying a total load of 
14,620 maunds and yielding 84,06,500 maund miles. 

cost per cost per 



total 

vehicle 

maurid 

item of expenditure 

amount 

mile 

mile. 

(Rs.) 

(paise) 

(paisa) 

diesel—12 miles per gallon at Rs. 2 -62 per 

gallon^—4121 gallons .... 

10,797 

21 -83 

0 15 

mobil oil (average of actuals) 

841 

1 -70 

0-01 

repairs/spares (average of actuals) 

4,203 

8-50 

0-05 

batta to operatives at Rs. 56 -50 per trip . 

2,430 

4-91 

0-05 

insurance and taxes (actuals) 

2,154 

4-36 

0-02 

pay and allowances to operatives (actuals) . 

4,020 

8 13 

0 05 

octroi (average of actuals)—Rs. 25/- per trip 

1,075 

2-17 

0 01 

administration ..... 

1,200 

2-43 

0 01 

tyre replacement—1 set of 6 tyres every 20,000 
mile.s—8 -25x20x21—Rs. 2640 at con- 

trolled prices . 

6,600 

13-35 

0-08 

depreciation on capital cost of Rs. 35,300 

5,043 

10-20 

0-06 

loading and unloading (estimated) 

1,681 

3-40 

0-02 

miscellaneous •....• 

2,522 

5-10 

0 03 

total cost excluding commission 

42,566 

86 -08 

0 50 

commission to agents at 10 per cent on cost 

4,257 

8-61 

0 03 

total cost inclusive of commission 

46,823 

94 69 

0-3J 
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The cost arrived at above excludes any provision for ex gratia payments, 
fine and other extraneous expenditure, as only ideal and normtil conditions 
have been assumed in regard to load, time and other factors. However, it 
does not take into account any expenditure on major general establishment 
charges and depreciation on assets (other than vehicles) which other large- 
scale transport operators may have. 

8. Special features .—During the course of this investigation, the follow¬ 
ing special features were noticed : 

(a) For an identical vehicle, the authorised load in various States varies 
veily widely. Thus, for Tata Mercedes Benz diesel truck, the permitted 
loalds are as under : 


Uttar Pradesh 





maunds 

200 

Puqjab 

. 

. 

. 


220 

West Bengal 

• 

* 




Madhya Pradesh 
Bombay 





- 135 

Rajasthan 






Bihar . . . 

• 


• 

180 

Delhi 





170 


The result of this differential treatment is that the transport operators 
carry the maximum load authorised in any of the States through which they 
have to operate, and risk being caught with excess loadings (as per each 
State’s standard) involving consequent payment of fines, etc. 

(b) The token taxes levied by various State authorities also vary widely 
as under: 


Rajasthan 

Madhya Pradesh both (temporary and 

Bombay (permanent) 

Delhi (regular token) 

Punjab (Jullundur) (Goods tax) . 
(token tax) 

Uttar Pradesh (regular token tax) . 

Bihar (regular) l> 

West Bengal (regular) 


. Rs. 15/- per day -temporary 
permits 

. Rs. 94 per month for 133 maunds 
Rs. 133 per month for 170 maunds 
. Rs. 198 per month for 133 maunds 
Rs. 298 per month for 170 maunds 
. Rs. 75 quarterly 
. Rs. 202 -30 quarterly 
. Rs. 175 quarterly 
. Rs. 538 quarterly at Agra 
Rs. 538 quarterly at Meerut 
. Rs. 106 quarterly 
. Rs. 114 quarterly 


regular) 


Firm ‘B’ 

9. This is a private limited company formed in 1943. The company had 
47 trucks in 1958, of which 21 plied on regular routes and the remaining 26 
were used for transport of goods on behalf of a textile mill on contract 
basis. The firm also secured business for attached trucks on commission 
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basis; ifldividual truck owners getting their business through the firm on 
payment of commission. The firm was also running one petrol pump and 
service station. The company considered that there would be better returns 
if it worked on a commission basis by arranging business for the attached 
vehicles rather than running its own trucks as on such agency business the 
firm would be in a position to save high maintenance costs of the vehicles 
and would also be able to reduce its establishment and remain free from 
labour difficulties created by drivers and cleaners. With this in vieW; the 
company contracted to sell 16 of its trucks on hire purchase basis in the mid¬ 
dle of 1959. The number of its own trucks decreased to 5 towards the end 
<'f 1959. 

10. The financial year of the company is from January to December, 
rhe company does not maintain separate accounts which would show 
the net operating results in respect of individual routes or in respect of the 
different vehicles. The income and expenditure of all the routes are merged 
in one Head Office Accounts. On completion of each trip, the driver submits 
the particulars of running expenses incurred during the trip and the freight 
realised. A voucher is prepared from these particulars to write up the finan¬ 
cial accounts showing the expenses under different items and the freight 
earned in the trip. Simultaneously, another statement is prepared showing 
the total freight earned, the expenses against the different items, the amount 
payable to or recoverable from the driver and the difference between the 
freight earned and running expenses incurred for the trip. It was observed 
on verifying a few statements with these vouchers that although the total 
expenses shown in these documents were the same, the grouping of expenses 
differed a little. These statements were available in separate files meant for 
respective vehicles, but the vouchers referred to above were not readily 
available for the entire period taken up for investigation. The data were 
■collected from the statements after necessary adjustments. 

11. Statistical data .—A daily report sheet is maintained in the Head 
Office showing the weight loaded, destination, the freight realisable for on¬ 
ward journey in respect of each truck. Such records were available for the 
period under examination. Records were not readily available in respect of 
cither the weights loaded in the return journey or the weights loaded and un¬ 
loaded on the way. Attempts were, therefore, made to work out the volume 
of such loads in consultation with the company. This was done by relating 
the total frei^t realised on such loads with the average freight obtained per 
maund on the onward journey. The company stated that the weight thus 
worked out would be reasonably correct. 

The miles run by the trucks in each trip as recorded in the milometers 
were not available and as such the standard mileages of the routes were 
adopted for calculating the distance covered in each trip. The route mileage 
was however adjusted to give effect to extra milci run by the trucks when¬ 
ever necessary for delivering goods to the customer’s godowns. 
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12. Selection of trucks : Four vehicles were selected for study as stated 

below: 


make 

model 

from 

to 

mile 

through 

or 

parcel 

autho¬ 
rised pay 
load 
maunds 

fuel 

used 

period. 

Dodge 

1954 

Delhi 

Kanpur 

265 

parcel 

161 

diesel 

1-1-58 

to 

30-4-59^ 

Tata Mer¬ 
cedes Benz 

1957 

Delhi 

Kanpur 

265 

parcel 

187 

do. 

do. 

Cheverolet 

1952 

Delhi 

Amritsar 

276 

parcel 

161 

do. 

do.. 

do. 

1944 

Delhi 

do. 

276 

parcel 

144 

do. 

do- 


13. Expenses : The expenses incurred in running the vehicles may be 
broadly classified under the following heads : 

(a) Operating and running costs. These comprise expenses, such as 
cost of diesel, mobU oil and lubricating oil, daily allowance to the drivers 
and cleaners who accompany the vehicles, loading and unloading charges, 
municipal fees for passage of trucks through the municipal areas, commission: 
paid to booking agents etc. 

(b) Maintenance charges. These include the costs of retreading the' 
tyres, the cost of replacement of tyres, tubes and flaps, cost of repairs and 
overhauling. As has already been stated, the company carries on the over¬ 
haul and heavy repairs in its own garage. The company, however, does not 
ascertain the, cost of repair for each vehicle. The cost of tyres, flaps, or parts, 
issued and the cost of work done outside, are only compiled monthly for the 
respective vehicles. The charges on account of the wages of labourers or 
the salary of supervisory staff and other overhead expenses of the garage 
workshop are not allocated to the cost of repairs of trucks, but these 
expenses are merged in the head office expenses. These expenses could not 
be easily segregated from the head office expenses without reference to each 
and every document. Attempts were made to allocate the major items of 
expenses of the garage, viz., wages of the workers, salary of the supervisory 
staff, rent, light and water, to the repairing charges of the vehicles on the 
basis of man hours spent on repairs or on the basis of garage days whichever 
were available for the period xmder examination. In regard to the vehicles 
engaged for a textile mill, the company allocated one-third of the salary and 
wages of the garage. No repairing time or garage days were available for 
these trucks and, therefore, in accordance with the company’s method, one- 
third of the salary and wages was deducted before allocating these expenses 

to other trucks. 

(c) Fixed charges. These represent vehicle taxes, insurance, salary 
and wages of drivers and cleaners, depreciation etc. The depreciation of 
the trucks charged by the company in the profit and loss accounts 
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was calculated at the Income Tax rates on the written down value. 
In this connection, it was observed that the trucks retain a good 
saleable value even after service for a number of years and as such 
the Income Tax rate of depreciation @25 per cent on reducing value 
was considered to be too high to be admitted. The depreciation has been 
allowed on the basis of a life of seven years on straight line basis. No 
development rebate has been admitted in the operating cost. 


(d) Administrative expenses. These represent expenses in respect of 
the Head Office and the Branch Offices. 

For the year 1958, administrative expenses as appearing in the audited 
profit and loss accounts were adopted. The accounts for 1959 had not 
been closed. The ledger balance as appearing on the dates of visit to the 
company were, therefore, adopted for 1959. The expenses in 1959 were 
generally comparable with those in 1958. It may be mentioned here that 
although the company sold about 16 trucks on hire purchase basis in the 
middle of 1959, there was no substantial reduction in the indirect expenses. 
The company explained that immediately with the change in policy, the estab¬ 
lishment could not be contracted nor could the other indirect expenses and 
further suggested that the economy would be visible in 1960. 

14. The operating cost data are summarised below : 

cost per maund mile (in paisa) 



Delhi to 

Kanpur 

Delhi to 

Amritsar 


Truck 

Truck 

Truck 

Truck 


No. 1 

No. 2 

No. 3 

No. 4 

lowest load authorised on the 
routes (maunds) 

161 

187 

161 

144 

diesel and oil ... 

0 14 

0 13 

0 15 

0 16 

repairs and spares 

0 14 

0 08 

0 08 

0 10 

batta to operatives 

0 02 

0 02 

0 02 

0 02 

loading and unloading 

0 04 

0 04 

0 05 

0 04 

tips .... 

0 01 

0 01 


.- 

insurance and taxes 

0 02 

0 04 

0 03 

0 02 

octroi on goods 

0 02 

0 03 


.- 

pay and allowances of opera¬ 
tives .... 

0 05 

0-05 

0 04 

0 04 

administration . . , 

0 05 

0 04 

0 04 

0-05 

tyre replacement 

0 07 

0 09 

0 09 

0-06 

depreciation 

0 06 

0 06 

0-03 

0 02 

other items .... 

... 

- 

0 01 

0-02 

total cost 

0-62 

0-59 

0-54 

0-53 

average load actually carried (maunds) 

122 

131 

115 

108 
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The costs per maund mile in the two routes indicated s%ht variation but 
the cost per maund mile as between two trucks in the same route was more 
or less the same. Truck No. 2 was of Tata Mercedes make and was pur¬ 
chased in August 1957. The truck being very new, the consumption of 
diesel and lubricants was min imum whereas the trucks Nos. 3 and 4 were 
originally petrol driven Cheverolet trucks and were purchased in 1952 
(secondhand) and 1944 respectivd'y. The petrol engines of these trucks were 
replaced by Perkins Diesel Engine in 1954. The transmission line of these 
trucks being very old and their engines also being rather older, these trucks 
rejgistered a slightly higher consumption of fuel. The repairing expenses 
in truck No. 1 were higher due to frequent heavy repairs of the engine. 
The expenses of insurance and taxes on the Kanpur route were more than 
that of the Amritsar route as the Uttar Pradesh taxes were higher than the 
Punjab taxes and further the rate of insurance premium paid for each truck 
differed. The varying capital cost and different years of purchase accounted 
for differences in the incidence for depreciation. It is relevant to mention 
here that the repair and administrative expenses in this company were higher 
cdmpared with similar expenses in respect of trucks run in the same area 
by another organisation. Firm A had their repairing works done by outside 
parties and only about Rs. 1,200 per truck per annum stated to have been 
incurred for administrative expenses, was charged. This company had its 
own garage workshop where repairing work was performed. From the 
booking of repairing time to the trucks it appeared that there was about 
40 per cent surplus labour staff in the workshop. Further, as has been 
stated earlier, there was no scientific method of allocating the repairing 
labour to the trucks engaged for the textile mill. Only onerthird of the 
salary and wages was being charged to the working of these trucks irres¬ 
pective of the repairing time involved, and the balance amount of the salary 
and wages was being charged to the other trucks. These factors probably 
led to higher incidence for repairing expenses. The administrative expenses 
of the Head Office and of eleven Branch Offices had to be recovered through 
the operating costs of the trucks. This resulted in a charge of about 
Rs. 2,000 to Rs. 3,000 per truck per annum and obviously led to higher 
incidence of ad m inistrative expenses. 

15. Cost under standard conditions. Having dealt with actual cost an 
attempt was made to work out the cost under standard conditions. For this 
purpose, a Tata Mercedes diesel truck operating between Delhi and Kanpur, 
a distance of 265 miles each way, carrying a load of 170 maunds each way 
with possible 10 onward and return trips in a month after allowing for 
normal repairing time has been assumed. Under these conditions the truck, 
would cover a distance of 63,600 miles yielding 10,812,000 maund miles per 
annum. 
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item of expenditure 


cost 

cost 


total 

per 

per 


amount 

vehicle 

maund 

diesel @12 miles per gallon @ Rs 2.62 per 
gallon—5,300 gallons .... 

(Rs.) 

mile 

(paise) 

mile 

(paise) 

13,900 

21-86 

0-13 

mobile and lubricants (average of actuals) 

1,081 

I -70 

o-ot 

repairs . 

5.500 

8-65 

0-05 

allowances to drivers and cleaners 

1,800 

2-83 

0-02 

insurance and taxes .... 

5,000 

7-86 

0-05 

pay and allowances of operatives 

2,950 

4-64 

0-03 

tyre replacement—1 set of 6 tyres every 

20,000 miles 8- 25 X 20 X 2i@ Rs. 2640/- 

8,430 

13-21 

0-08 

depreciation on capital cost (computed on 
straight line method on an assumed life for 
seven years® Rs 35,300 

5,043 

7-92 

0-05 

loading and unloading .... 

4,325 

6-80 

0-04 

administration (assumed @Rs. 250 per 
month) . 

3,000 

4-72 

0-03 

miscellaneous . 

3,244 

5)0 

0-03 

Total 

54,243 

85-29 

0-52 

comnission to agents ® 10% on the total 
operating cost. 

5,424 

8-53 

0-05 

total cost inclusive of commission 

59,667 

93-82 

0-57 

In assessing the operating cost under 

Standard 

conditions 

extraneous 


expenses in the form of ex gratia payments were not taken into account. 

16. Authorised load and State taxation. In course of the discussion, the 
company stated that different States permitted different volumes of loads to 
be carried by the same kind of truck. Thus, for the Tata Mercedes trucks 
the authorised loads varied from 130 maunds to 220 maunds. This prompt¬ 
ed the truck operators to put the maximum load allowable by any State fall¬ 
ing k) the route and encouraged the malpractices. 

17. Points of interest : (a) Rate of freight. The company stated that 
there was no schedule of freight in any company in accordance with which 
the customers were charged. Freight charged in each and every case was 
based on negotiation depending upon the kind, bulk and weight of the goods, 
the distance over which the goods were to be carried and above all the 
availability of trucks in the market on a particular day. The company, how¬ 
ever, kept certain rates in view which provided the guidance for negotiations. 
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The rates which were generally used in 1958 and 1959 as the basis to* 
negotiation by the company, were as below : 


Dilht to Kanpur 
D^lhi to Amritsar 
Dilhi to Calcutta 
Dilhi to Bombay 
Dolhi to Indore 


rate per maund 

1958 

1959 

Rs. 

Rs. 

1-50 

1-50 

1'06 

1-06 

4-50 

4 00 

4-75 

4-25 

2-50 

2-12 


(b) Competition : It was gathered from the manager of the company 
that only about 20 per cent of the trucks in the market were under the 
control of one or the other organised companies and the balance 80 per cent 
trucks were run by individual owners according to their discretion. Most 
of these owners, however, secured their business through the goods booking 
agents on payment of commission. This rate of commission also depended 
upon market conditions. This process of business led to intense competi¬ 
tion amongst booking agents as also amongst individual truck owners. These 
circumstances forced many trucks to run on loss or on bare sustenance 
margins. The position was more so on those routes where there was not 
much restriction in granting permits. By way of example, he drew com¬ 
parison between the Delhi-Kanpur and the Delhi-Amritsar routes. On 
the former route only some companies were allowed permits and this en¬ 
abled them to earn a fair return whereas, on the Delhi-Amritsar route .there 
was not much restriction on the issue of permits. This led to cut-throat com¬ 
petition. 


Firm ‘C 

18. This is a private limited company formed on 1st October, 1946. The 
firm operates both passenger and goods transport and has on its fleet 326 
passenger buses and 109 trucks. On the truck operation side, the company 
is running a daily parcel service on all authorised routes—57 routes under 
varying conditions, the distances ranging from 58 to 306 miles. The trucks 
are run to a strict schedule of timings irrespective of whether or not indivi¬ 
dual trucks obtain sufl&cient loads in time. The company has 304 truck 
ofiBces spread over three or four States. A major portion of these offices 
are run on agency basis. Almost all the trucks are operated bn diesel. 
The normal average pay load of the trucks is about 4 tons or 112 maunds. 
The company is now experimenting on a truck trailer combination by which 
carrying capacity may be enhanced by an additional 4 tons with conse¬ 
quent lower cost of operation. The main commodities carried are handloom 
cloth, yam and other dothing, engines and motors, machinery tools, cycles, 
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motor cycles and their parts, consumer goods, tyoes, household articles, 
vegetables, medicines, etc. While it has not been possible to identify the 
exact nature of goods carried on each of the specific vehicles taken up for 
investigation, it is understood that generally 40 per cent of the load re¬ 
presents consumer goods and cloth, the other 60 per cent being distributed 
ever other commodities. Of the total load handled, about 37 per cent were 
over short distances within 50 miles, 19 per cent were between 51 to 100 
miles, 13 per cent were between 101 to 150 miles, 9 per cent were between 
151 to 200 miles, 8 per cent between 201 to 250 miles, and only 4 per cent 
forms the carriage over 400 miles. It is understood from the company that 
in its integrated goods operation scheme, vehicles have necessarily to be run 
also on certain uneconomic routes, since these routes to some extent feed 
the load for other economic routes and also with a view to establish the com¬ 
pany’s business in as wide an area as possible. 

19. Selection of vehicles for the investigation. The following vehicles 
were selected for detailed study. The detailed operation records of the 
company such as way bills and vehicle-wise/route-wise statistics on individual 
trips made, etc., pertaining to the period prior to 1-1-59 were not available 
having been consigned to old records. The detailed study had, therefore, to 
be restricted only to data pertaining to the period from 1-1-59 to 31-12-59 : 


make 

nioJd from lo 

miles 

through 
or parcel 
service 

autho¬ 

rised 

pay load 
maunds 

Fargo diesel 

I9.S7 

Madurai to Madras— 

I Date on good trunk 
road. 

301 

parcel 

112 

do. 

1957 

Madras to Marnargiidi- 
good road but part of 
of route through con¬ 
gested areas. 

239 

do. 

131 

do. 

1957 

Salem to Pondicherry— 
non-trunk road, con¬ 
gested area and passing 
through Pondicherry 
State. 

142 

do. 

133 

do. 

1956 

Coimbatore to Mysore— 
ghat section in part and 
pas.sing through Mysore 
State. 

163 

do. 

112 

do. 

1955 

M.'tdurai to Trivandrum 
• ghat section in part 
and passing through 
Kerala State. 

205 

do. 

102 

Chevcrolel 

1951 

Dirdigul to Tiichur — 
different type of lorry, 
p irt good trunk road; 
remaining with much 
ups and downs and 

135 

do. 

Madras-112 

Kerala-t05 


bend.s. 
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20. Method adopted for collection of cost data . The company does 
not maintain any separate record of miles done or diesel consumed from the 
vehicle meter readings, but details of the quantity and value of diesd pur¬ 
chased and put in each vehicle on each occasion are available. Over a Iraig 
period, averaging of these purchases may reasonably be viewed to indicate 
the diesel consumption. The standard route distance has been viewed as 
actual miles performed in each trip. The 304 lorry offices of the company 
are grouped according to territories, each territory being imder the control of 
a depot office with attendant maintenance and servicing facilities, in each, 
depot. The charges under repairs/spares, however, include a fixed amount 
of Rs. 1,368/“ per annum per vehicle on account of the pay and allowances 
of the servicing and maintenance staff employed throughout at the various 
depots. Loading and unloading charges have been worked out as a rate per 
maund hauled by dividing the annual incidence of pay and allowances of 
load men employed on monthly scales of pay in the various lorry booking 
offices operated by the company and also agent’s loading and unloading 
charges @ 3 paise per maund handled at the Agency Stations, by the total 
maunds handled during the period investigated. Administration charges in¬ 
clude the pay and allowances of all depot, head office and central office staff- 
watch & ward, booking clerks, administrative and clerical staff, staff welfare 
expenses. Miscellaneous charges include rent wherever paid, printing and 
stationery and other miscellaneous expenses. For finding out the incidence of 
these charges per vehicle, the total of these expenses has been divided by the 
total vehicle miles operated for the entire fleet of buses and lorries to jdeld 
a per vehicle mile rate. Similarly the total agent’s commission charges 
paid, less that portion of this amount treated as agent’s loading and unloading 
charges, has been divided by the total vehicle miles operated by the entire 
fleet of buses and lorries to yield a per vehicle mile rate. The company has 
in its depot, besides vehicles, various other capital assets comprising machi¬ 
nery and buildings. The normal' income tax rates of depreciation 
for these other assets during the period from 1-4-59 to 31-12-59 amounted 
to Rs. 108,852/-. During this period the vehicle miles run by the entire 
fleet of buses and lorries amounted to 1,80,48,285 miles. The incidence 
per vehicle of the element on account of depreciation on assets other than 
vehicles has, therefore, been worked out as a rate per vehicle mile operated, 
i.e. 0.6 paisa per mile operated. All other items of charges are specific 
charges per vehicle. 


21. The total maunds carried by each vehicle during the period investigat¬ 
ed has been compiled from the abstracts of the way bills. So far as the figures 
for maimd miles are concerned, in view of the parcel service mode of 
operation with many stops en route for loading/discharge of cargo, the 
figures were easily available only route wise for all the vehicles operating 
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on each specific route. To explain, a route from A to D is split up into 
standard sub-destinations, thus ; 

A to B A to C A to D 
B to C B to D 
C to D 

Actual load carried every day is available for these sub-destinations. This- 
load for the period investigated from one destination to another in the same 
overall route multiplied by the standard distance between the destinations 
will yield the maund miles. The total of these station to station maund 
miles will 3 rield the total route maund miles. The maund miles done by 
each specific vehicle on that route has been determined by applying to the 
total maund miles on that route, that proportion which the specific vehicle 
miles bear to the combined vehicle miles. 

22. Operating cost data. The operating costs work out as under for the: 
vehicles investigated ; 

cost pcrmaund mile (in paisa) 



Madurai 

Salem 

Madras 

Coimha- 

Madurai 

Dirdigiil 


to 

to 

to 

tore to 

to Tri- 

to 


Madras 

Pondi¬ 

Mannar- 

Mysore 

vrndrum 

Tr'chur 



cherry 

gudi 



lowest load authorised 







on the route (maunds) 

112 

133 

131 

11? 

102 

103 

diesel and oil 

0-161 

0-226 

0-218 

0-322 

0-231 

0-329 

repairs/ spares . 
batta to opera¬ 

0 073 

0-080 

0-093 

0-245 

0-133 

0-190 

tives 

0015 

0-020 

0-021 

0-022 

0-017 

0-032 

loading/unloading 

charges 

0-024 

0-083 

0-075 

0-067 

0-076 

0 08?' 

insurance and 
taxes 

0-034 

0-062 

0-055 

0-157 

0-097 

0-131 

pay and allowances 
to operatives 

0-039 

0-034 

0-065 

0-067 

0-0.'8 

0-076 

octroi/toll charges 


0-004 

0-017 

0-013 



administration 

0-109 

0-165 

0-151 

0-183 

0-143 

0 247 

tyre replacement. 
depreciation on 

0-074 

0-084 

0 083 

0-120 

0-086 

0-129 

vehicles 

0.064 

0.085 

0.084 

0.149 

0.094 

0.121 

depreciation on 

other assets 
commission f<> 

0-007 

0-010 

0-009 

0-011 

0-0C9 

0-015 

agents 

0-077 

0-116 

0-107 

0-129 

0-101 

0-175 

other charges 

0-073 

0-111 

0-101 

0-122 

0-096 

0-164 

total cost 

0-750 

1 -080 

1-079 

1-607 

1-141 

1-696 

distance on route i n 







miles 

301 

142 

239 

163 

205 

135 

average load carriid 
throughout (maunds) 

90-5 

59-0 

65-3 

54-2 

69-2 

39-8 


There is wide variation in the total unit maund mile cost as between 
the different vehicles investigated. This wide disparity is attributable to 
the fact that the average load carried varies widely as between vehicles and' 
is far below the authorised pay load for each of these vehicles, with the 
resnlt that the maund miles are also very much low. During discussions 
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the company further stated that its vehicles run to daily scheduled timings 
irrespective of whether the lorries obtain load or not. The company also 
revealed that two of the routes investigated, viz., Coimbatore to Mysore 
and Dindigul to Trichur have already been classified as uneconomical routes 
which have necessarily to be maintained. The company is of the view that 
a proper comparison of the cost of operation of different vehicles under the 
•conditions peculiar to its mode of transport can be only with reference to 
cost per lorry mile operated. The result for the vehicles taken up for investi¬ 
gation is summarised below ;— 


cost per vehicli mil; operated (in ptise) 



Madurai 

Salem 

Madras 

Coimba¬ 

Madurai Dindigul 


to 

to Pondi¬ 

to Man- 

tore to 

to Tri¬ 

to 


Madras 

cherry 

nargudi 

Mysore 

vandrum 

Trichur 

diasel and oil 

14-6 

13-6 

14 4 

17-5 

16-0 

13-2 

repairs/spares 

6-6 

4 8 

6 1 

13-3 

9-2 

7-6 

bitta to opera¬ 
tives 

1-3 

1-3 

1 -4 

1 -2 

1 -2 

13 

loading/unloading 

charges 

2 2 

5 0 

4-9 

3-6 

5-3 

3 5 

insurance and 

taxss 

31 

3-7 

3 0 

8-5 

67 

5-2 

pay and allowances 
to operatives 

3-5 

2-9 

4-3 

30 

40 

30 

octroi/tol! charges 


0-3 

11 

0-7 



administraiion . 

9-9 

9-9 

9-9 

99 

9-9 

9-9 

tvre replacement. 

6-6 

51 

5-4 

6-5 

6 0 

5-2 

■d iorsciation on 
vehicles 

5-8 

51 

5-5 

81 

6-5 

4 8 

depreciation on 
assets other than 
vehicles 

06 

0-6 

0-6 

06 

0 6 

0-6 

com.TJission to 
agents 

7-0 

7-0 

7-0 

7-0 

7-0 

70 

other charges 

6-6 

6-6 

6 6 

66 

6-6 

6 6 

total cost 

67-8 

65-8 

70-8 

871 

79-0 

C7'9 

The unit cost varies from 65.8 paise to 87.1 paise per vehicle mile. 

Only 


the vehicles plying on Coimbatore to Mysore and Madurai to Trivandrum, 
have recorded a very high cost and require explanation. The Coimbatore to 
Mysore vehicle is of 1956 model. This apart, full taxes are payable for this 
vehicle both in Madras and Mysore States, as there is no reciprocal arrange¬ 
ment between the two States. These factors account for the increase under 
diesel and oil, repairs and spares and insurance and taxes, to the extent of 
about 15 paise per vehicle mde. The low mileage on this route has also 
caused an inflation of 3 paise per mile on account of depreciation of the vehi¬ 
cle. The cost under other items are generally comparable with other vehicles. 
Similarly the Madras to Trivandrum vehicle is of 1955 model. Madras and 
Kerala States through both of which this vehicle passes do not have reciprocal 
arrangements with the result that full taxes are payable in both the States. 
These account for an increase of 9 paise per vehicle mile imder diesel and 
•oil, repairs and spares, and insurance and taxes. All other items do not show 
any major variations. 
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23. Ideal cost .—^During the discussions it transpired that for the entire 
fleet of the company lorries hauling goods only, the average normal per 
vehicle mile cost, excluding bonus, managing agency commission and other 
expenditure not forming part of costs, is in the vicinity of 70 paise per vehicle 
mile. As already stated, the company is experimenting on a truck trailer 
combination in certain routes, with a view to carrying an additional maximum 
load of about 4 tons. The only extra operating expenditure will be the 
following with the trailer combination :— 

1 annual depreciation of trailer on 7 years straight line basis-—capital;co.st 

Rs. 15,000/- i.e; Rs. 2143 

2 annual extra vehicle taxation for trailers @ Rs. 180/- per quarter; 

3 extra consumption of fuel @20% more; 

4 replacement of 4 tyres of the trailer proportionate to that of the main, 

vehicle; and 

5 increase of repairs/spares by about 25 %. 

For purpose of working out the ideal cost, the Madras to Mannargudi 
route may be viewed as normal. The ideal cost would then be as under 
both without trailer combination and with trailer combination. In working 
out this cost, the recent increase in diesel rate and truck ^ices have been 
taken into account: 


without trailer (average load with trailer (average 'oad per 
per mile throughout @65 mile throughout @ 130 maundf) 
maunch) 


item of 

(vehicle miles (maund miles 
79.750) 5.235,000) 


(vehicle (maund miles 
miles 10,367,500) 

expenditure 

total ! 

per vehicle 

per maund 

total 

79,750) 

per maund 

amount 

mile 

mile amour t 

per veheile 

mile 

diesel and oil 

Rs. 

in 

paise 

in paisa 

Rs. 

mile in 
raise 

in paisa 

4,402 gallons 

12,534 

15-72 

0 2394 

15,040 

18-86 

0-1451 

tepairs/spares 
batta to opera¬ 

4,879 

6-12 

0 0932 

6,100 

7-65 

0-0588 

tives 

loading/unload- 

1,083 

1-36 

0-0208 

1,083 

1-36 

00104 

ing charges 

3,923 

4-92 

0-0749 

7,846 

9-84 

0-0757 

Insurance and taxes 
pay and allowances 

2,893 

3-62 

0 0553 

3,613 

4-53 

0-0348 

to operatives 

3,420 

4-29 

0-0653 

3,420 

4-29 

0-0330 

octroi/toll charges 

900 

1-13 

0-0172 

900 

1-12 

0-0087 

administration . 

7,895 

9-90 

01508 

7,895 

9-90 

0-0762 

tyre replacement 
depreciation on 

4,346 

5-45 

0-0830 

7,243 

9-08 

0-C699 

vehicles 

depreciation on 

5,000 

6-27 

0 0955 

7,143 

8-96 

0-0689 

other assets 
commission to 

478 

0-60 

0-0092 

478 

0-60 

0-0046 

agents 

5,582 

7-00 

0-1066 

11,164 

14-00 

0-1077 

other charges 

5,269 

6-60 

0-1006 

5,269 

6-60 

0-0508 

total cost 

58,202 

72-98 

MII8 

77.194 

96-79 

0-744$ 
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24. Special features .—As a matter of policy, it is understood that the 
Company does not at all permit overloading, carriage of prohibited goods, 
purchases at blackmarket rates of any item and above all non-conformity 
to scheduled timings. As a consequence the actual average load carried 
is always much less than the authorised pay load. It has also been observed 
that for body building the company has paid about Rs. 7,500 on an 
average for the closed metal type pattern whereas in the Delhi units for 
the wooden open type body the corresponding expenditure is only about 
Rs| 3,500. TTiis coupled with other regular ofiBce-maintenance/technical 
establishment and allied overhead charges for running a large scale specialised 
transport organisation has resulted in an increase in the unit maund mile 
rates in this organisation. Hence the normal recovery rates have been 
fixed at li paise per maund mile or 44 paise per ton mile with certain dis¬ 
counts under some special cases. However, the existing average cost per 
vehicle mile operated works out to about 70 paise. 


The permit laden weight for lorries in Madras State is 9 tons whereas 
in Mysore, Kerala and Andhra it is stated to be only about 8 tons. The 
unladen weight of the Fargo lorries is stated to be about 4 tons so that 
geherally in Madras and the adjoining States the authorised pay load for 
haulage is restricted to about 4 tons or 112 maunds. For Tata Mercedes 
Benz diesel tnick the permitted loads in some other States are ; 


Uttar Pradesh 

Punjab 

West Bengal 

Madhya Pradesh 

Bombay 

Rajasthan 

Bihar 

Delhi 


iiiaundi 
200 
220 


1 . 


.15 


190 

170 


The following is a summary of the motor vehicles tax and composition 
"fees paid/payable by the company in Madras and the adjoining States; 



motor vehciles tax 

composi¬ 


per quarter 

tion fees 


Rs. 

per quarter 

R*. 

Madras State .... 

427 

«7-50 

Andhra State .... 

427 

135 00 

Mysore State : 

(a) for Mysore i>ermlt vehicles . 

479 


lb) for other vehicles 

439 


Kerala State : 

(a) for permits in districts situated 

in erstwhile Madras 


area .... 

427 

67-50 

(h) for others .... 

. 504-50 


Pondicherry State and Karaikal . 

120 



Reciprocal arrangements exist only between (a) Madras and Andhra on payment of 
one-sixth tax extra and (fc) Mysore and Kerala on no extra payment for motor vehicles 
tax with composition fee. 
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ROLE OF BULLOCK CARTS IN RURAL TRANSPORT 


At the instance of the Committee on Transport Policy and Coordination, 
the Programme Evaluation Organisation of the Planning Commission under¬ 
took a study of the role of bullock carts in rural transport and the changes 
therein over the last decade or so, particularly as a result of introduction 
of mechanised road transport. The scope of the study was confined to the 
most important type of trade in the rural areas, namely, marketing of 
agricultural commodities by villagers and purchase by them of conunodities 
produced outside. Rural traffic in goods was assumed to be determined 
and conditioned by the nature, volume and direction of such trade. This 
assumpjjon served to give the necessary focus to the study, as it implied 
that the share and role of different carriers in this traffic coffid be observed 
and analysed with the help of the ‘trade-centre’ approach. The study was 
accordingly based on field data for five selected trade-centres or ‘mandis’ 
(markets) and six selected villages in the hinterland of each mandi. The 
mandis selected for the survey were : (i) ’nndivanam in South Arcot district 
of Madras; (ii) Lasalgaon in Nasik district of Maharashtra; (iii) Sirhind in 
Patiala district of the Punjab; (iv) Gorakhpur in Gorakhpur district of Uttar 
Pradesh; and (v) Sainthia in Birbhum district of West Bengal. The mandis 
selected were of intermediate size as they were considered suitable for obtain¬ 
ing a fairly complete picture of trade and traffic from and to villages. Tlie 
field data for the study was collected during December 1960—^January, 1961 
which was the peak period for kharif arrivals in the markets. The data was 
collected generally with reference to the year 1959-60. An attempt was 
also made to collect data for the year 1949-50 or the year nearest to it for 
which figures were available, so as to obtain some idea of the change over 
time. 

2. The mandis serve as entrepot markets i.e., collection and distribution 
centres for agricultural produce marketed by the farmers in the hinterland 
and as distribution centres for non-agricultural consumer goods needed in 
rural areas. The total traffic handled in a mandi or a market sector coni- 
prises; incoming traffic in agricultural produce from the villages in the 
hinterland, despatches from the mandi, movements within the mandi and 
movements from the mandi and other sub-centres to the villages in the 
tinterland. 


Incoming traffic 

3. Arrivals to the mandis are mostly by road. In two of the five 
elected mandis, practically nothing comes by rail. In the other three, 
ailways handle from 20 to 50 per cent of the incoming traffic. Of the 
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total traffic coming to the mandis fay road, the share of bullock carts and 
trucks in the years 1949-50 and 1959-60 was as follows ; 

Table 1 ; Percentage share of carts and trucks in the incoming traffic 

1949 1959-60 


niandi 



carts 

trucks 

carts 

trucks^ 

Tindivanam 



100 


96 

4 

Lasalgaon 



84 

16 

70 

30 

Sirhind 



92 

8 

94 

6 

Gorakhpur 



95 

5 

58 

42 

Sainthia 



98 

2 

79 

21 

Bullock carts handled from 58 

to 96 per 

cent of 

the road-borne 

inward 


traffic in 1959-60. Since 1949-50, the share of carts has registered a 
decline in four of the mandis, the decline being highest in Gorakhpur (from 
95 per cent to 58 per cent). 

As for the absolute quantity carried by bullock carts, it has declined 
appreciably during the last 10 years only in Gorakhpur. There has been a 
large increase in the absolute quantity carried by carts in Lasalgaon and 
Sainthia despite a marked fall in their shares vis-a-vis trucks. The increase 
in the amount of traffic handled by trucks has been much more than in that 
handled by carts. The main reasons for the increase in the share of 
trucks in the total traffic have been construction of pucca roads and a 
relatively large increase in the produce of the more valuable crops such 
as cotton, paddy, onion etc. 

4. The share of trucks is generally larger in the higher distance groups 
and they handled about 90 per cent of the traffic originating from points 
between 10 and 20 miles away in Sirhind and 95—100 per cent of that 
coming beyond 20 miles in Gorakhpur. All traffic from beyond 25 miles 
in Sainthia comes by trucks. On the other hand, the .share of trucks is 
low in the lower distance groups, s.g., 10—14 per cent in distances below 
5 miles in Lasalgaon. AU traffic from within 5 miles in Sirhind and Sainthia 
comes by carts. The share of trucks is relatively greater in the more 
valuable crops, e.g., cotton in Sirhind, onions in Lasalgaon and paddy in 
Sainthia. 

In some cases, carts come to the mandis from long distances also. In 
Gorakhpur 43 per cent of the carters interviewed were found to be coming 
from points more than 20 miles away. Of the carters in the offier four 
mandis 28 to 66 per cent came from 10—20 mile distance range. 

Outgoing traffic 

5. The following table shows the proportion of outgoing traffic from the 
mandis moved by rail and road and the percentage of the road-borne 
traffic handled by trucks. 
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Tiiblc 2 : Modes of transport used for outgoing traffic in 1959-60 


raandi 

percentage handled by 

road rail 

pjrcentagc 
of the 
road-borne 
traffic 

handled by 
trucks. 

TincHvat^^m . . . . 

90-0 

too 

100-0 

Lasalgaon . . . 

27-0 

73-0 

100 0 

Sirhind . . . . 

42-0 

380 

100-0 

Gorakhpur . . . . 

42-0 

580 

70-0 

Sainthia . . . . 

250 

75-0 

46-0 


Tbc railways carry 58 to 75 per cent of the outgoing tra£&c in all the 
raandis except Tindivanam where road is the principal carrier. As des¬ 
patches are generally bound for long distances, rail is preferred to road 
transport. However, over the past 10 years or so, the relative shares of 
rail and road has altered in favour of the latter. 

6. Trucks are the dominant mode of road transport in this traffic except 
at Sainthia. The survey shows some affinity between the distances and the 
relative use of trucks and carts. The complete exclusion of carts in the 
despatches from Tindivanam, Lasalgaon and Sirhind is due to the Jong 
distances to which goods are exported from these mandis as compared 
with those in Gorakhpur and Sainthia. But even in the last two mandis, 
trucks have gained heavily over carts during the last 10 years. This change 
has been made possible by the rapid progress in road construction. Thus, 
construction of roads has enabled trucks to wrest traffic both from the 
railways and the bullock carts. 

Intra-Mandi Traffic 

7. For intra-mandi movements only the non-mechanical modes of 
transport like bullock carts and thelas are generally used on account of 
short distances required to be covered. Trucks have not yet made much 
of a dent on this traffic. 


Traffic to the Villages 

8. In the hinterland villages of 3 mandis, Tindivanam, Sainthia and 
Sirhind either all or almost all of the incoming traffic comes by carts. In 
the villages of Tindivanam, trucks are not used at all. In the villages in 
the liinterland of Sainthia and Sirhind, trucks are not normally used because 
long distances have to be negotiated by kutcha roads. The proportion 
of incoming traffic brought by trucks is the largest in Gorakhpur villages i.e., 
77 per cent. But all the commodities which came from distances of less than 
15 miles were found to have been brought by carts. In fact, the trucks have 
been used mainly for the import of foodgrains for Government shops. In 
Lasalgaon, for a major part of the incoming traffic carts are used, only 
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29 per cent of the imports having been brought by trucks. When the hauling 
distance did not exceed 5 miles, carts were exclusively used. 

Variation in the Number of Carts 

9. The following table shows the percentage increase or decrease in 
the number of carts between the years 1949-50 and 1959-60 in the five 
mandis. The Table also shows the percentage increase in the volume of 
exports from the villages and the percentage increase or decrease in the 
volume of exports per cart betv/een these years. 

Table 3 ; Percentage increase or decrease between 1949-50 and 1959-60 


tnandl area 

number of 

volume 

of export 

carts 

total 

per cart 

Tindivanam .... 

16-4 

22-4 

5-2 

Lasalgaon .... 

33-1 

n.a. 

n..a. 

Sirhind .... 

37-7 

39-2 

T1 

Gorakhpur ... 

-16-3 

59-9 

90-8 

Sai.nthia .... 

49-0 

21-5 

—18-4 


The number of carts has risen by about 16 to 49 per cent in the villages 
of four mandis. ft is only in the Gorakhpur villages that the total number 
of carts has decreased by about 16 per cent. 

In three mandi areas, both the number of carts and volume of exports 
have risen. But the increase in the number of carts has not kept pace with 
increase in exports. In Gorakhpur, although there has been a decline in 
the number of carts, the volume of exports per cart has increased. In 
Sainthia, the number of carts has risen much faster than the volume of 
exports. 

10. Almost all carts are of the ordinary type, having wooden wheels 
and iron rings. In the villages in the Sirhind mandi, improved types of carts 
with pneumatic tyres have made their appearance, but most of the carts 
are still of the old type. The average capacity of carts was found to vary 
from 12 maunds in Sainthia to 23 raaunds in Sirhind. The average load 
carried was found at the time of the survey to vary from 68 per cent to 
88 per cent of the average capacity of the carts. 

Role of Trucks 

11. The data relating to the frequency of visits of trucks to the villages 
bring out that, compared to 10 years back, the present position has changed 
very little. In Tindivanam area, trucks do not at all visit the selected 
villages. In Sainthia, the frequency of visits by trucks has increased in only 
one of the six sample villages because of the recent improvement in the 
connecting roads. In Sirhind, the change is marked in only one village 
where, despite its being in the interior, more trucks have begun plying. This 
is due to a very large increase in the production of onion which is collected 
by the traders from the village by trucks. In Lasalgaon, there has been 
some improvement in the use of trucks. In one village, it is attributed to 
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the improvement of the connecting road. In another village, the contributing 
factors are rise in the production of cotton and the prospect of getting better 
price for produce at Lasalgaon mandi. In Gorakhpur area, the use of 
trucks was reported from two of the sample villages where the change was 
attributed to the construction of metalled roads. 

The two main factors favourable for trucks have been the improvement 
in the condition of roads and the rise in the production of certain ‘cash’ 
corps, e.g., onion, cotton, etc. which are either perishable or relatively more 
valuaWe. Another factor, noticeable to some extent, is the correlation of 
truck transport with the functional organisation of the marketing agencies 
or links. Thus, the change noticed in Sainthia village was due to rice mills 
having come up in the area in recent years which engaged not only in 
milling but also in wholesale purchase of rice and trucking. This has led 
to increased penetration of trucks into the villages on the roadside. 

Conclusion 

The report sums up the broad conclusion of the study as follows ;— 

“.the survey shows that the cart continues to occupy an indis¬ 

pensable place in the rural economy. While carts have lost much ground 
to trucks in the mandis or market centres, they have increased in 
number in the villages and are not handling any lower volume of traffic 
than ten years back. The reasons for this vitality of carts are the 
following ; 

(i) The villages are mostly connected with mandis through kutcha 
roads which are quite often narrow, uneven and unfit for use 
by mechanical means of transport. 

(ii) The unit of farming being small, the marketable surplus per 
household is small and that too is sold in more than one instal¬ 
ment. Not all the marketable sur^us needs be taken to 
markets. In the circumstances, carts are both suitable and 
economical. 

(iii) The growers prefer to send the produce to the nearer sub-mandis 
or even periodical mandis. This practice makes for a shorten¬ 
ing of the hauling distance. 

(iv) The cultivators use carts for various agricultural uses like carry¬ 
ing fertilisers and manures to the fields, carrying produce from 
farm to store house, sugarcane to the crushers or fodder from 
distant fields. Thus, their use for marketing operations involves 
very little additional outlay or expenditure. Besides, ownership 
of carts is a status symbol and, as such is desired for non¬ 
economic reasons also. 

“Trucks have, however, gained in importance in long hauls, particularly in 
the field of despatches from mandis. Here they have secured gains at the 
expense of railways as well as carts. On the village side, they will continue 
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to gain ground with improvement in the condition of roads and changes in 
the cropping pattern making for a shift to more valuable, commercial and 
perishable crops. But the effect of these changes will be slow and gradual 
as long as the market lots continue to be small enough to be handled by 
carts. A major shift in the use of trucks can come only after structural 
changes, involving changes in the unit of farming and marketing, take place " 
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A NOTE ON THE WORKING OF LIGHT RAILWAYS 

The Committee on Transport Policy and Coordination, in early stages 
of its work, received reports from some of the Light Railways Companies, 
especially from Martin Burn Ltd., about the continuous increase in the 
cost of operation and diversion of trafBc to road transport, resulting in 
losses of revenue. The Martin Burn and Macleod Companies submitted 
memoranda to the Committee, on the subject. The Committee collected 
factual information on the working of all the Light Railways. The results 
of the study done by the Secretariat of the Committee are summarised 
briefly in this note. 

Government Interest in the Light Railways 

2. A list of Light Railways owned by private companies, as on March 31, 
1965 is appended at Annexure P to this note. Their total route length is 
662.04 kms. (411.40 miles). The detailed arrangements which exist 
between the light railways on the one hand and the Railway Board or the 
local authorities on the other, are also summed up at Annexure 1. It will 
be seen from the statement that in case of the following four light railways, 
Government have guaranteed interest at 3i per cent on paid-up capital ; 

1 Ahmadpur-Katwa railway . . 'j 

2 Bankura—Damodar rivor railway . i-Macleod and Co. 

3 Burdwan—Katwa railway ■ • J 

4 Futwah—Islampur railway . . Martin Burn Ltd. 

In the case of Shahdara (Delhi)—Saharanpur Light Railway (Martin 
Burn), Government is entitled to moiety of profits in excess of 4 per cent on 
the paid-up capital of the Company. The Central Government have on 
financial interest in any other Light Railway. Howver, in the case of some 
of the railways, the District Board authorities have financial interest and the 
riglit to acquire their assets. 

Financial results obtaining on the Light Railways 

3. At Annexure IP to this note is given a statement which summarises 
the financial position of the Light Railways for the period 1956-57 to 
1964-65. It will be seen that the working expenses on most of the railways 
have been going up at a faster rate than the gross earnings. The increase 
in working expenses is ascribed to several causes; the main factors being 

^Sourct : Annual Rcports-Indian Railways-Volume II—Statistics 
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rise in wages, the higher cost of renewals and repairs and all-round increase 
in the operating costs. In case of some of the railways, the higher costs are 
stated to be the result of expansion of services provided by the railways which 
has not been followed by proportionate increase in trafiSc and earnings 
owing to growing road transport competition. According to Martin Bum, 
the earnings of Shahdara (Delhi)—Saharanpur Light Railway have gone 
down substantially since 1956-57, due to increased road transport competi¬ 
tion. In the year 1958-59, this railway showed a net loss of the order of 
ib. 2.31 lakhs. The position did slightly improve in 1959-60 when it 
earned a profit of Rs. 3.65 lakhs. In the subsequent years, however, there 
has been steady decline in profits; in 1964-65, the profits stood at Rs. 0.41 
lakhs. 

4. As regards Arrah-Sasaram Railway, the gross earnings have been 
gradually increasing since 1959-60 and these amounted in 1964-65 to 
Rs. 21.52 lakhs. There has been a corresponding increase on the expenses 
side also which stood at Rs. 18.01 lakhs in 1964-65. The net earnings in 
1964-65 were Rs. 3.51 lakhs which were significantly larger than the net 
earnings of Rs. 1.51 lakhs in the preceding year 1963-64. Even in the case 
of the Howrah-Amta Light Railway the net earnings which have gradually 
declined since 1957-58 have shown a significant increase in 1964-65. There 
has been a consistent decline in the net earnings of the Howrah-Shcakhala 
Light Railway ; the earnings have come down from Rs. 1.04 lakhs in 1956-57 
to Rs. 0.94 lakhs in 1964-65. 

5. The Dehri-Rohtas Light Railway is owned by the Dehri-Rohtas Light 
Railway Company who operate it under an agreement with the District 
Board of Shahabad. The Central Government have no financial interest in 
the Railway. The financial results obtained on this railway have been 
generally satisfactory. However, since 1961-62 there has been a gradual 
fall in its net earnings, in 1964-65 these amounted to Rs. 17.91 lakhs as 
against Rs. 30.20 lakhs in 1960-61. The Macleod Company group of Rail¬ 
ways comprising Ahmadpur-Katwa; Bankura-Damodar river and Burdwan- 
Katwa, have been operating expenses, the finances of these railways have 
been dwindling in recent years. The Ahmadpur-Katwa railway has incurred 
a loss of Rs. 4.56 lakhs in 1964-65 as against Rs. 3.12 lakhs in the previous 
year. The Bankura-Damodar river railway has shown a loss of 6.24 
lakhs in 1964-65 as against Rs. 5.29 lakhs in 1963-64. Again, the Burdwan- 
Katwa Railway has shown a loss of Rs. 3.60 lakhs in 1964-65 as against 
Rs. 2.90 lakhs in the previous year. Thus, the finances of these railways 
are far from satisfactory. 

Rehabilitation Requirements of the Light Railways 

6. Most of the rolling stock on the Light Railways have become overaged, 
as these came into existence several decades back. The renewals and 
replacements of stock were not done according as they fell due. The Study 
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Group on Transport Planning (1958)^ made a study of the position in 
regard to the overaged stock in some of the railways which is summed up 
below : 

railways number above the age of 30 years as compared with the total 

numbers on line. 



coach bogles 

wagons-4 

wheelers 

engines 

Howrah—Amta 

. 12 out of 114 

66 out of 104 

16 out of 27 

Howrah—Sheakhala 

1 out of 39 

all 11 

2 out of 5 

Futwah—Islampur 

6 out of 11 

16 out of 22 

all the 3 

Shahdara—Saharanpur 

10 out of 67 

215 out of 269 

10 out of 19 

Arrah—Sasaram 

. 2 out of 32 

49 out of 139 

7 out of 11 

Dehri —^Rohtas . 

7 out of 12 

59 out of 534 

5 out of 15 


On the Burdwan-Katwa, Ahmadpur-Katwa and Bankpura-Damodar river 
railways all the coaches; wagons and engines in use are stated to have been 
there since the inception of the railways; periodical overhauling of course, 
were done to these but complete replacements, when due, were postponed. 

7. The Dehri-Rohtas railway was stated to have programme to replace 
all the stock about 30 years old and was understood to be considering a 
scheme to strengthen their track to facilitate operations of heavier engines. 
The position in regard to other railways was not quite so easy. The rolling 
stock rehabilitation requirements of Martin Bum group of railways as also 
the funds available with them were indicated by the Company as below : 

rehabilitation funds 

require- available 

ments as in 

as on replacement 

31-3-62 and 

renewals 
reserve 

Rs. (in lakhs) 


Howrah—^Amta 
Howrah—^Sheakhala 
Futwah—Islampur 
Shahdara—Saharanpur 
Arrah—Sasaram 


42-68 

1-83 

9-40 

3-07 

7-00 

nil 

39-20 

6-39 

24-60 

nil 


In the case of the Ahmadpur-Katwa, the Burdwan-Katwa and the 
Bankura-Damodar railways, no specific funds were set apart for rehabilitation 
purposes and all expenditure on rehabilitation dr renewals was debited to the 
revenue account. Requirements for rehabilitation were quite heavy. 

8. Recent trends in traffic and earnings .—^There has been a steady 
decline in passenger and goods traffic in case of some of the light railways. 
Annexures HI* and IV® give the volume of goods and passenger traffic 


iThe latest position is not available 

'^Source ; Annual Reports-Indian Railways-Volume II-Stati$tics 
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handled by different light railways and their earnings during the last eight 
years from 1956-57 to 1964-65 respectively. It will be seen that generally, 
the hght railways have been able to maintain a nominal increase in the 
passenger traffic carried and also earnings, except in the case of Shahdara- 
Saharanpur railway where the passengers carried have decreased from 58,24 
lakhs in 1956-57 to 39.21 lakhs in 1964-65 and earnings from passengers 
carried from Rs. 29.90 lakhs in 1956-57 to Rs. 26.25 lakhs in 1964-65. 

As regards good traffic, most of the railways have recorded decline in 
tonnes of goods carried and also in earnings, except in the case of Ahmadpur- 
Katwa, Dehri-Rohtas and Futwah-Islampur Railways where there has been 
very little improvement from 1956-57 to 1964-65. However, comparative 
statement showing percentage increase or decrease in passengers and goods 
traffic from 1956-57 to 1964-65 for light railways as against the figures for 
the Government Railways system as a whole are given below : 


(percentage) 


railway 



passengers 

carried 

earnings 

from 

passengers 

carried 

goods 

carried 

earning s 
from 
goods 
carried 

total government 

railway system 



48-90 

71-31 

183-16 

99-00 

Ahmadpur—Katwa 

. 


49-48 

46 86 

6-67 

32-67 

Airah^—Sasaram 



18-49 

20-21 

—56-00 

—44-74 

Bankura —^Damodar . 



5-61 

10-83 

—40-00 

—11-79 

Burdwan—Katwa 



59-03 

76-83 

—14-29 

151-16 

Dehri—Rohtas . 



55-62 

67-95 

11-93 

76-02 

Futwah—Islampur 



86-80 

78-90 

7-69 

34-62 

Howrah—Amta, 



15-63 

24-19 

-15-09 

8-59 

rtowrah—Sheakhala 



33-01 

47-08 

—35-71 

—33-34 

shahdara—Saharanpur 



—32-68 

—12-21 

-25-53 

0 89 


These figures explain that tlie traffic and earnings position of most of the 
li^t railways are far from satisfactory. 

9. The light railways in their various representations to the Government, 
from time to time have pointed out that they were facing serious competition 
from road transport both in passenger and goods traffic. The present position 
in regard to competition from road transport on the routes served by the 
light railways is not available and may require study. At the suggestion of 
the Committee on Transport Policy and Coordination, a Light Railways Advi¬ 
sory Committee has been set up in each of the States of U.P., West Bengal and 
Bihar on which the Central Government (i.e. the Indian Government Rail¬ 
ways), the light Railways Companies and the State Transport Authorities are 
represented. The function of the Committee is to consider necessary adjust¬ 
ments in the services provided by different modes of transport, including light 
railways with a view to utilising, the available transport resources to the 
utmost. 
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10. The present policy of the Government in respect of Light Railways 
was explained by the Minister of Railways in course of the Budget debate in 
Parliament in March, 1958. The Minister observed, “in regard to the 
nationalisation of the light railways, that is a question which comes up at 
every session of the House. It is important, no doubt. But, as I explained 
in the Rajya Sabha a decision was taken two years back not to nationalise 
the Light Railways and not to expend our resources on taking over a facility 
which was already in existence but rather to expand, if we have the resources, 
for opening up new lines or for the construction of new lines; and that is why 
we are not at present very enthusiastic about nationalising the light railways. 
But whenever we find that the condition of a particular li^t railway has so 
deteriorated and the people of that locality will be greatly handicapped if that 
particular railway is either closed down or is not in serviceable condition, 
we consider whether or not to take over that railway and provide the people 
of the locality with the facility. So, that is our policy so far as light railways 
are concerned.” 
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1957- 5* 26 790 30 1 197 20 1 

(-1-25) (0-67) (85-85) (—6-95) 
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Burdwan-Katwa . 1956-37 802 808 15941 19-8 367 

1957- 58 944 948 18572 19-6 428 

(17-71) (17-33) (16-50) (—1 01) (16-62) 

1958- 59 1007 1013 19940 19-6 460 

(6-67) (6-86) (7-37) (7-48) 
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APPENDIX 10 


MEMORANDUM BY M. R. BONAVIA ON ROAD AND RAIL 
COORDINATION IN INDIA (JANUARY 1964) 

1. Introduction ; The Situation To-Day and the Outlook 

It has recently been saidi : “When it is a question of the stimulation of 
under-developed economies.... transport is one of the two great ‘nation- 
building’ influences (education being the other) which are basic to everything 
else”. In India, this is particularly true; and transport may well prove to bo a 
real partner of education in achieving “emotional integration”. Its economic 
influence is of course even more obvious than its social effects, since the 
efficiency (or lack of efficiency) of transport reacts directly upon almost all 
forms of industry and commerce. 

Historically, however, the expansion of transport facilities in almost every 
country has not been an unmixed blessing since it has created the so-called 
“transport problem”; namely, a pattern of transport development and use 
of facilities which becomes progressively less rational as the total supply of 
transport catches up with demand, and as motor vehicles bc^ to shoulder 
the railways out of their traditional predominance. In the final stage the 
problem of living with the motor car becomes acute owing to intolerable pres¬ 
sure upon highway capacity and parking space. 

In the small and congested area of Great Britain, it has been said* of the 
motor car : “We are nourishing at immense cost a monster of great poten¬ 
tial destructiveness. And yet we love him dearly”. This of course is the ter¬ 
minal {ffiase of the transport problem; there is a long way to go before the 
private car can become a “destructive monster” in India. Nevertheless, the 
earliest symptoms of the transport problem appeared as long ago as the era 
between the First and Second World Wars, and they were directly responsible 
for the passing of the Motor Vehicles Act of 1939, which was designed to con¬ 
trol the growth of commercial motor transport, at a time when serious com¬ 
petition with the railways was anticipated. 

However, the transport shortages during and since the Second World War, 
and the establishment of relatively low priorities for investment in road trans¬ 
port since Independence, have temporarily masked the underlying problem. 
Problems of co-ordination have appeared less urgent than the problem of 
meeting insisjent transport requirements; and of course the national emergency 
has prolonged and emphasized this state of affairs. 

*By the Steering Group on Traffic in Towns (Report to the U. K. Minister of 

Transport, 1963). 
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But, by all the statistical criteria that can be applied—number of road 
vehicles per kilometre of road, per square kilometre of area, or per thousand 
inhabitants—the scop© for expansion of road transport in India is enormous. 

The emphasis hitherto placed upon the devdopment of heavy industries 
in planning has naturally tended to stimulate those traffics more suited to 
rail movement—coal, iron ore, steel, cement, etc. As the fruits of basic 
development are realised, there should be a gradual shift towards the develop¬ 
ment of light industries and the production of consumer goods, many of which 
are inherently more suited to road transport. 

Furthermore, the ownership of private means of transport is itself an 
essential element in economic welfare in the twentieth century. Progress is 
continuous, from the ownership of a bicycle to that of a motor scooter, and 
(lastly) a car. The timing of this progress may vary widely in different coun¬ 
tries and continents; but its direction is universal. 

Hitherto, the limiting factor upon road transport expansion in India has 
not—as in the U.K. and other developed countries—been the licensing system 
so much as the physical shortage of vehicles, arising from the low allocations 
of foreign exchange for imports, and the limits imposed (partly by planning 
controls and partly by technological factors) upon hontJE. construction. This 
cannot last; in fact there is little doubt that in the Fourth Plan expansion on 
li large scale will be provided, though it may be doubted whether even this 
will really be adequate to allow motor transport to play the part of which it 
is capable. 

Accordingly the problem lies ahead and sooner or later it will have to 
be tacklted. If it is tackled sooner, then the more acute stages—which experi¬ 
ence in other countries has shown to be the most difficult to deal with—may 
be prevented from developing. Prevention is better than cure, especially when 
cure is both a costly and painful process. 

It is however important to dispel any impression that the study of transport 
economics by itself wUl reveal the course of action that is obviously the 
correct one to follow. The collection of information about the financial posi¬ 
tion of the railways and the road transport undertakings, the nature of the 
traffic carried by each, the existence of monopoly or competition, the views 
d the users of transport regarding the quality of the service they receive, is 
important and may give a good picture of the problem; but it will not auto¬ 
matically indicate v/hat the solution should be. The reason is that transport 
is not purely a technical, financial, or economic subject; it has also important 
social and political aspects. Given a transport problem stated in identical 
terms, the most appropriate solution might be very different in, for example, 
the U.S.A., the U.K. the U.S.S.R., or India. The role of the transport econo¬ 
mist is to analyse the data as correctly as possible and to describe the conse¬ 
quences of any particular course of action. He should try to strip away any 
prejudice that exists in favour of or against any particular fwm of transport, 
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and show what happens to the national economy in terms of real costs and 
real benefits. But the ultimate decisions will have to be taken in the sphere 
poliucs and public administratioa, and they may well be taken on grounds 
which are not purely economic. 

2. The “Transport Problem” and its Characteristics 
(a) Charging Systems 

The “transport problem” is sometimes discussed almost exclusively in 
terms of a clash between road freight charges based upon costs, and railway 
rates based on the principle of “what the traffic will bear”, or what economist* 
call “differential monopoly prices”. The clash arises from the fact that rail¬ 
way rates comprise a schedule of charge per ton-mile which are normally hi^ 
for articles of high value and low for articles of low value. The underlying 
assumptions justifying these differentials are (a) that these rates correspond 
to “maximuin demand prices” for these particular services; (b) that costs are 
not correspoodingly differentiated : so that the high rated traffics can be said 
to be “subsidizing” the low rated traffics which cannot “afford” to pay the 
fuU cost of their transport. 

Acceptance of this t^sumption in the past produced a conception of rail¬ 
ways as a benevolent monopoly, practising differential charging in the public 
interest, under the direct control ^d direction of the State; in effect, taxing 
the rich and helping the poor by cross-subsidization. 

Historically, this pattern of charges was rudely disturbed by the arrival 
of road transport. The road haulier charges by the job without regard to the 
nature of the goods carried. He has a rough-and-ready knowledge of hi* 
costs, and he uses this to undercut the higher classified railway rates. The 
traffic which the railways carry at lower rates he leaves alone. This is often 
described as “unfair” competition; and the railways have argued that, because 
it affects their capacity to “subsidize” the low rated goods, it should be 
restricted in the national interest. 

But in actual facts the clash between cost-of-service road rates and value- 
of-service railway rates does not result in the road haulier attracting away all 
the traffic in the higher classes of the railway tariff. Road transport tends to 
be essentially selective in its approach, carrying only on routes where suitable 
return loads are on offer, for instance; or refusing to carry consignments that 
do not enable an economic lorry-load to be obtained. This in fact is the 
basis of a major complaint by the railways—that whereas they are universal^ 
carriers, the road haulier is not. He can pick and choose his traffics, selecting 
the remunerative operations and rejecting the rest. This selectivity of road 
hmilage is at least ^ important as the clash of charging systems. 

Furthermore, the traditional picture of the clash between road and rail 
charging principle has been modified by recent progress in railway traffic; 

1 Whether or not they have full “legal common carrier” liability. 
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costing and in the study of cross-subsidization. Traffic costing studies in the 
U.K., for instance, have established that variations in cost of haulage are so 
pronounced that variations in gross receipts per ton-mile do not necessarily 
show the true pattern of cross-subsidization, which may be far removed from 
that based on a crude comparison of high rated with low rated commodities. 

Railway cost levels depend largely upon utilisation of assets, especially rol¬ 
ling stock. Coal loading between 20 to 55 tons per wagon, for instance, incurs 
a much lower haulage cost per ton than miscellaneous machinery loading 
perhaps 5 tons in a wagon. Jt may not therefore be “subsidised” by higher¬ 
rated traffics nearly as much as has been assumed, if at all. 

Apart from this, some sections of railway have specially high operating 
costs, caused by gradients and similar factors; or they may be so little used 
that unit costs are unduly high. Traffic on these sections, if carried at stan¬ 
dard rates, may correctly be said to be subsidised by the traffics on other 
sections of line with normal operating costs. 

To a very limited extent, some flexibility exists in railway rates. The 
railways can depart from the standard tariff (normally by not more than 
40%), and quote special rates under certain circumstances; but an enquiry 
addressed to the Railway Board as to the proportion of traffic carried at stan¬ 
dard and special rates respectively elicited the reply that no information on 
this subject was available. 

The Zonal Railways require prior headquarters approval for quotation of 
exceptional rates. The reasons held to justify special concessions have included 
the following ;— 

(i) to assist the growth of new industries; 

(ii) to assist exports, or to assist home industry against competition 
from imports; 

(iii) to give special assistance to agriculture. 

There does not therefore appear to be any general policy of using the 
existing power to reduce rates either to compete with road transport, or to 
reflect specially favourable cost circumstances which may apply to parti¬ 
cular traffics. 

The traditional view of road-rail competition as based upon a clash of 
pricing systems is partly invalidated by the fact that quality may be even 
more important than price in determining the choice of service. The 
ability of the road haulier to give a door-to-door-transit without interme¬ 
diate handling, to make his vehicle available on. demand, or to give a 
shorter over-all transit time and more punctual delivery than the railway 
may be sufficient to enable him to attract traffic from the railway at higher 
rates than the railway traffic. 

The clash of charging systems exists almost entirely on the frei^t 
side. Passenger fares by both rail and road are based on standard tariffs 
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without “discrimination” of the kind embodied in the railway freight classi¬ 
fication. Both are usually fixed on a standard basis per mile which can¬ 
not take cognizance of local cost variations, and there are, therefore, ele¬ 
ments of cross-subsidization in both—^for instance, as between peak and off- 
peak travel. 

There is however one feature of the fares situation that constitutes a 
part of the general transport problem. The railways estimate that, by 
and large, tl^ir receipts from passenger traffic do not meet the costs in¬ 
curred. Taking the broad gauge network as a whole for the year 1961-62, 
the net earnings (including interest) on freight traffic averaged Rs. 7.68 
per train^mile, whilst the corresponding figure for passenger traffic was a 
netj loss of nP. 68 per train mile. The corresponding figures for the metre 
gauge were a loss of nP. 97 per train-mile for freight and a loss of Rs. 3.08 
for passenger trains. There is therefore a general subsidy of passenger tra¬ 
ffic by freight traffic, as well as a subsidy of metre gauge traffic by broad 
gauge traffic. 

If this is accepted—and the basis of dividing the shared expenses such 
as track jmaintenancei, signalling, administration, etc. between passenger 
trafiSc and freight traffic is always a debatable one—then a policy question 
arises. Should not the passenger traffic be charged with its proper share of 
the shared expenses; and the fares be re-calculated accordingly? 

There can be no real economic argument against this. At the moment, 
consumers are having their journeys subsidised at the cost of paying more 
for manufactured articles, foodstuffs, etc. in which rail' transport charges 
constitute rm element in the selling price. In other words, they are escap¬ 
ing a form of direct taxation by paying more indirect taxes. 

The reason for maintaining the present position is partly no doubt that 
fares are a political question, and every increase in them is very unpopu¬ 
lar; whereas freight rates are not separately identified in the final selling 
price and their incidence raises no popular feeling, whatever the trading 
community may say. 


(b) Facilities and Services 

In an ideal state, each form of transport would develop according to its 
special advantages and characteristics, so as to provide together a compre¬ 
hensive network of services at the lowest real cost to the community. :^ch 
would be devetoped up to the point—and not beyond it—at which the other 
form of transport gains the advantage in cost and/or quality qf service. Snee 
the transport needs of different areas and particular traffics vary considerably, 
there are many instances where neither rail nor road alone can give the best 
service. In such cases one would expect to see a substantial amount of joint 
road-rail services. 

Examples on the passenger side would be the sitting of road transport ter¬ 
minals adjacent to main railway stations; the timing of bus services to provide 
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connections with trains; the gradual replacement of rail services by buses in 
areas of light traffic density. 

On the freight side one would expect to see the development of rail-head 
transhipment centres, at which freight in trainloads would be transferred to 
road for distribution over wide are^, gnd vice versa. Railways might carry 
road vdiicles—or, more probably, trailers—^by “piggy-back” over long dis¬ 
tances, enabling door-to-door delivery to be given whilst maintaining high 
speeds over long distances. For example, a “liner train” of flat wagons travel¬ 
ling regularly at passenger train speeds between Delhi and Bombay or 
Calcutta should be able to cany road trailers at lower cost, greater safety 
and higher speed than could be offered with road haulage throughout- 

In actual fact, of course, this ideal state of affairs is very far from being 
reached. Each form of transport has developed along its own lines. In 
places there is competition and duplication of facilities; in others there is an 
overall shortage. 

The causative factors in the failure to achieve a balanced, complementary 
development of road and rail facilities are several. First probably comes the 
concept of the railways as the basic form of transport service. Despite the 
fact that the railways have generally fulflUed this function in the past, to-day 
any basic tranport service must be a combination of rail and road, properly 
planned to allow scope for each. 

Next probably comes a feeling that there is no urgency; that the develop¬ 
ment of road transport has an immense distance to go before it reaches satura¬ 
tion point, or before it can play a major part in economic expansion. It is 
true that such instances of duplication of railway services as exist are not 
yet important in relation to the total scale of demand. But, as indicated 
above, the motor industry has not yet spread its wings. When it does so, the 
potential waste of resources will be vast, unless proper physical coordination 
of services with the railways is planned in advance. 

At the moment there is no focus, no organisation capable of initiating 
action. The railways do not own or operate road transport. The out-agencies 
and the public carriers generally operate on too limited a scale to contemplate 
“pi ggy -back” transport. 

An enquiry was made of the Railways Board as to how much traffic was 
brought to or collected from railway goods stations :— 

(i) by motor vehciles owned by either the consigner or the consignee 
of the traffic; 

(ii) by out-agents appointed as carriers by the railways; 

(iii) by other public motor carriers. 

The Railways stated that they had no information on this point. But this 
is a question of growing importance. So long as the railway traffic consists 
predominantly of raw materials and bulk commodities such as coal, iron ore, 
(xmsat, foodgrains etc., much of the loading and unloading will be done 
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direct, without the intervention of motor transport, at mines, quarries, steel¬ 
works, factories with rail connections, warehouses, «tc. But as the potential 
traffic contains a greater volume of manufactured articles and consumer goods, 
there will be greater demand for through transit to and from houses, shops and 
gedowns, where motor transport will’ be involved at each end of the journey. 
Such traffic is particularly attractive to road hauliers, traders also prefer to 
avoid loading and unloading at railway stations because of the delay and 
risk of damage or theft that this creates. 

Admittedly, in recent yem the tendency has been for the proportion of 
low-rated traffics (bulk gtwds and raw materials) to increase at the expense 
of high-rated commodities. This probably reflects (a) the emphasis in the 
Rve Year Plans upon industrial development, and (b) some increase in the 
ctnnpetition from road transport, particularly in the long-distance field. 

As regards (a), it must be expected that there will be a progressive shift 
towards the production of more consumer goods and manufactured articles as 
the fruits of earlier planning are realised. As regards (b), the continuance of 
the trend will depend partly upon the extent to which the Rail’ways are able 
to offer efficient door-to-door service, and partly upon the licensing policy 
of Government as regards long-distance road transport. The importance of 
physical co-ordination is obvious in any case. 

On the passenger side there is no pressure upon the bus undertakings to 
coordinate their services with the train time-table nor to site their termini 
adjacent to railway stations. The Railways’ right to nominate a representative 
cm the bomds of the nationalised road transport undertakings has not pro¬ 
duced any appreciable effect in terms of physical coordination. 

These are aspects of the transport problem in which action is needed, and 
m sense of urgency must be imparted into the study of the subject. 

(c) Investment 

The main problems of investment in road and rail transport are (1) the 
difficulty of co-ordinating investment in road vehicles with that in highways; 
(2) the difficulty of achieving a rational apportionment between road and 
rail transport, and finding adequate tests for the justification of projects. 

Whereas on the railways proposals for investment in the track and struc- 
tnxes, and for investment in locomotives and rolling stock, are formulated 
by a single organisation, in road transport there is a complete separation 
between the procedure for investment in vehicles and investment in highways. 
It is not surprising therefore that wide disparities should arise between the 
component parts of road transport. In the United Kingdom, for instance, 
for a decade after the Second World War investment in vehicles was allowed 
to leap ahead of investment in highways. The available information suggests 
that the reverse position has obtained in the U.S.S.R., where motor transport 
has (under planning control) been deliberately kept down, despite large road 
building programmes. Ib tihe U.S.A., the evidence seems to suggest that • 
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good balance has generally been struck between private investment in motor 
vehicles and public investment in highways. 

Whilst road transport investment in vehicles is partly based on commercial 
principles, investment in private cars, motor cycles and bicycles is largely 
based upon “welfare” considerations which can scarcely be measured in 
monetary terms. The justification for investment in hi^ways is normally 
based upon estimates of traffic demands; but these are not diSerentiated bet¬ 
ween commercial and other uses, and xmtil recently there has not been any 
method of directly comparing estimated social net returns from investment in 
highway projects. Such a technique is only now emerging in the shape of 
social cost/benefit studies.^ 

Yet another factor is the incalculable cumulative effect of many thous¬ 
ands of individual decisions to buy or to refrain from buying cars—at any 
rate in a free economy. In a planned economy an almost equally un¬ 
predictable effect is the availability of foreign exchange for the import of 
motor vehicles, and the largely subjective view taken by the planners of 
the degree of priority that should be given to home construction of motor 
vehicles. 

Investment proposals may arise, even in the most responsible quarters, 
on grounds that are not economic but historical, emotional, or political. 
For instance, the Railway Convention Committee of 1949 stated that “there 
are undeveloped areas rich in resources which can be explored and exploit¬ 
ed only when a rail link is established. In the majority of these cases 
no financial justification exists, or can exist, at any rate in the first phase 
of development.” This quotation well illustrates the general assumption 
that there is an obligation on the railways to provide a comprehensive 
transport service. This was justified in the nineteenth century, when there 
was no real alternative to railways, but is no longer justified today. An 
undeveloped area is not necesarily in need of railway services; its need is 
for more transport services. Whether the railways or road transport arc 
better qualified to provide for the needs of the area cannot possibly be 
known without an expert survey of the demand for transport and of the 
different ways in which it can be met, having regard to the local conditions. 

A paper published by the Railway Board^ indicates that about 58 
per cent of the freight traffic on the Indian Railways is carried over 15 per 
cent of the total route mileage and the remaining 85 per cent of the railway 
system carries less than half the total traffic. All the branch lines of the 
metre gauge and some of the branch lines of the broad gauge have a 
density of traffic of less than 1,000 tonnes per kilometre per day (against 
the average of about 7,700 tonnes for the broad gauge system of the 
railways and 1,600 tonnes for the metre gauge). 


‘ These are described in Section 3(c) (iii). 

2 Paper on “Density of freight traflS: on Indian Railways” by Shri S. K. Ouha, Directo r 
of Statistic* and Economic Adviser, Railway Board. 
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Since the remunerativeness or otherwise of particular sections of line 
is closely associated with the density of the traffic carried on each section, 
there is a strong presumption that a large part of the railway network is 
being subsidised by the smaller remainder which carries the heavy traffic. 

The persistence of the traditional concept of railways as the basic 
form of transport may, in fact, involve the coimtry in substantial economic 
loss which it can ill afford. Railways will be pressed to undertake exten¬ 
sions into undeveloped areas, which wUl involve a waste of resources 
through failure to adopt the cheaper alternative of road transport. 

At times there is pressure for railway extension by State Governments 
which are simultaneously undertaking road improvements on a parallel 
route and freely licensing public carriers in the area. A striking example 
is the propwsal of the Rajasthan Government to develop the Rajasthan 
Canal as a navigable canal at the same time as it has been pressing for the 
development of both new rail and road facilities parallel to the canal. 

Railways may also be prevented from closing down sections of lines 
which are uneconomic and which consequently have to be subsidised, either 
by the Government or by the users of other sections of the railway. In- 
cidentiy, the railways lack the necesary statutory power to substitute rail- 
way-owned bus and lorry services which might perform the same functkms 
as the railway at a lower cost. 

To sum up; the problem of obtaining a more rational approach to inves-t- 
ment in road and rail transport is complicated owing to the constitution of 
the transport industry. The main hope for improvement must lie in the 
direction of promoting: 

(1) better co-ordination of investment in motor vehicles and in 
highways; 

(2) better techniques for assessing the justification for investment 
projects, whether by road or rail; 

(3) education of the public in the respective roles of the railways 
and road transport, and the need for balanced development. 

3. Possible Solutions 
(a) Freer competition 

If it is accepted that India will face before long a ‘transport problem’ 
analogous to that which exists in more developjed countries, a possible 
approach to a solution of the problem would be a more towards freer com¬ 
petition, winch involves allowing the price mechanism to operate with fewer 
controls, and charges to be linked more closely with costs. 

Hus approach has a certain appeal in terms of pure economics. To 
enable the pnice mechanism to perform its classical fonction of regulating 
supply in relation to demand would involve the removal of all controls over 
passenger fares and freight rates, and a considerable liberalisation of motor 
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vehicle licensing policies. The objective would be to achieve an economic 
division of function through allowing the price of transport to reflect the 
true costs incurred, whether by road or rail. 

Attractive as this solution may be in theory, it is full of practical difficul¬ 
ties. The precise costs attaching to any unit of transport are often very 
difficult to ascertain. Particularly on railways, there must always be 
some degree of cross-subsidisation. The costing of rail transport operations 
can only be done by averaging on the basis of a formula which is liable to 
produce substantial errors in particular cases; or else by making detailed 
investigations of particular traffic flows, which takes considerable time and 
could not possibly be applied quickly to the whole of the traffics passing by 
rail. 

Passenger fares moreover, must, if only for reasons of convenience and 
equity to the passenger, be in the form of a fixed tariff. This itself implies 
that in individual cases there must be a wide divergence between price and 
cost—e.g. between peak hour and off-peak journeys—and a degree of 
cross-subsidization. 

Lastly, if prices are to fulfil their classical function of correctly regulat¬ 
ing supply in relation to demand, there would have to be free entry into the 
field of commercial motor transport, which is obviously impracticable under 
present conditions in India, because both imports and production of motor 
vehicles are sharply restricted. 

The only significant moves towards freer competition as a solution of 
the transport problem in any major country have been taken in the U.S.A. 
and the U.K. In each country however the extent of freedom is limited. 
Railway charges are controlled in the U.S.A., although virtualy they are no 
longer so in the U.K. Road passenger fares arc generally controlled in the 
U.K., but not road freight rates. In each country the quantum of road 
transport is limited through a licensing system, in the U.K. generally by 
regulating the number of vehicles, and in the U.S.A. by regulating the 
routes served without regard to the number of vehicles involved. In each 
case the underlying assumption is of an overall surplus of transport. Neither 
example seems relevant to the circumstances prevailing in India, where the 
fundamental fact is the inability of the road transport industry to offer a 
full-scale alternative to the railways. 

For all practical purposes, therefore, the hope of effecting co-ordination 
through free competition, and by relaxing controls over charges, is an illu¬ 
sion. This does not however mean that in the long run it is not important 
that the railways should gradually bring their freight rate structure into a 
closer relationship with costs, as and when information about the specific 
costs attaching to particular traffic flows becomes available. 

(b) Integration 

The next possible solution to the transport problem is full integration 
of road and rail. This involves organising public transport in the form of a 
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nationally owned monopoly, or a chain of regional monopolies. At first 
sight this might appear to conform to the general philosophy in India of 
planning and extension of the public sector of industry. It can also be 
argued that the national emergency has already obliged the Government to 
take a direct hand in the provision of transport in a way which demonstrates 
that transport is a public service of such an essential character that its ade¬ 
quacy can only be secured if the State takes the initiative. 

Again, since railways have been publicly owned for many years, it can 
be argued that co-ordination of charges and services with road transport 
can only be achieved if road transport is organised on similar lines, and the 
two partners are brought under the same umbrella. 

Integration of course offers attractive possibilities in the extension of 
joint road and rail facilities. On the passenger side, bus stations could be 
built adjacent to railway stations and better timetable connections between 
road and rail services could be enforced. On the freight side, the possi¬ 
bilities of road and rail “piggy-back”, for example, could be explored much 
more easily than when road and rail are separately owned. 

Attention could also be given to the possibility of building up a network 
of road services radiating from rail-head centres. The average distance 
between stations on the Indian Railways is about five miles. This may be 
considered as related to bullock cart transport; it bears no relationship to 
the scope of motor transport. A proper partnership of road and rail would 
probably indicate that stations should be situated between 20 and 30 miles 
apart on main lines, with a network of radiating road services. Such a 
reduction in the number of terminals, which would be facilitated by integra¬ 
tion, should enable work to be concentrated, with a consequent reduction 
in transhipment costs, and would improve railway operating conditions. 

But, when consideration is given to the ways and means of achieving 
integration, many difficulties appear. 

Full integration must involve the rapid extension of nationalisation of 
road transport in the field wherein it can be considered competitive with 
railways. For practical purposes this means long-distance transport. Some 
arbitrary radius of operations would have to be fixed, within which journeys 
would be considered as short-distance and non-competitive with railways; 
beyond it, journeys would be considered as long-distance and would render 
the business automatically liable to nationalisation. 

Nationalisation as hitherto practised would not achieve road/rail integ¬ 
ration, because the fundamental separation of ownership and control, aris¬ 
ing from the fact that the railways are a Central Government responsibility, 
whereas the nationalised road transport undertakings are the State Govern¬ 
ments’ responsibility, would remain. Integration therefore would involve 
either transferring road transport to the ownership of the Central Govern¬ 
ment—which would require a Constitutional Amendment—or setting up 
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some new body or a number of bodies to control both road and rail trans¬ 
port, such as a series of Zonal Road and Rail Transport Boards, corres¬ 
ponding to the present area of each Zonal Railway. 

A formidable administrative problem would arise in welding road and 
rail together in such Boards. Railways, by their very nature, demand a 
considerable amount of standardization and central control; whereas road 
transport can be organised in much smaller units, and in fact is very 
difficult to organise in large units. 

Integration was tried in the U.K. under conditions more favourable to 
Its success than those which now apply in India, and notwithstanding this 
the experiment was a failure. It failed, partly because the managerial 
t>rganisation was unequal to the heavy demands placed upon it; partly 
because traders evaded using the nationalised road and rail services by 
increasingly purchasing vehicles to carry their own traffic; partly because 
of the growth of private car transport; and partly because of the opposition 
of the Trade Unions to any form of co-ordination that involved the diver¬ 
sion of traffic from road to rail or vice versa. 

Full' integration of transport in India would be. a more complex task 
than it was in the U.K., not merely because of the vast area to be covered, 
but also because of the interest of the State Governments in road transport 
and the pro<blcm of reconciling Central and State view-points. The purely 
administrative problems in fact might distract attention for an indefinite 
time from the practical issues concerned with the improvement of services 
and the correct allocation of investment. Integration would also—and this 
is perhaps its most important disadvantage^—discourage the enterprise of 
the small man, who comprises so imfxvrtant a part of privately-owned road 
transport. 

(c) Cif-ordmaiion 

(i) By control oj charye-s .—If freer competition and full integration arc 
both rejected, the remaining possibility is some form of co-ordination as a 
compromise solution or “middle way”. Co-ordination can be defined as 
allowing each form of transport to retain its separate identity, but controlling 
the relationship between road and rail so as to promote efficiency and eco¬ 
nomy in the use of both. Co-ordination can be applied (i) to the charging 
system, (ii) to administrative machinery and the licensing system, or fiii) 
to investment. 

The approach to co-ordination of charges could take several forms. 
The first possibility would be an attempt to bring road freight charges in 
line with the railway tariff. This would involve introducing an element of 
discrimination, which has never been practised in road transport and which 
would be very difficult to enforce in view of the large number of small 
undertakings enjoying close relationships with their customers. In fact, 
nowhere in the world has it been found practicable to enforce it upon an 
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independent road haulage industry except in West Germany, where the 
licensing control over long-distance haulage is very strict and hauliers are 
required to charge prices closely approximating to the railway tariff rates. 
In India, however, such a solution may be regarded as administratively im¬ 
practicable, quite apart from the question of whether it is economically 
desirable. 

The next possibility would be, at any rate in theory, to seek to bring the 
railway rates in line with road transport charges. This would normally 
mean charging rates about the middle point of the railway tariff. It would, 
however, be a completely artificial system, since railway costs vary consi¬ 
derably and standard rates of this kind would in all probability be just as 
far removed from costs as the existing tariff. It would also involve a 
widespread upheaval in the incidence of industrial costs in India—raw 
materials, for example would cost more and the carriage of finished pro¬ 
ducts to the markets would cost less than at present. 

The last and most rational approach to co-ordination of charges would 
be gradually to give the railways more and more freedom to adjust their 
charges on the basis of the ascertained costs for important flows of traffic 
of particular commodities. This could not be done by a single enactment, 
but would have to be a progressive change over a number of years. It 
would have the advantage of bringing charges into line with economic reali¬ 
ties and thereby producing a better utilisation of resources. It can how¬ 
ever only be regarded as a long-term policy and immediate results can 
hardly be expected. 

In any case, information about the specific costs attaching to various 
types of transport is only gradually becoming available. The studies that 
have been made of railway costs in the U.K. indicate that railway rates based 
on cost need not be alarmingly different from those previously in force in 
many cases. The low rates per ton-mile for coal, for instance, are also 
reflected in low costs. Among the higher-rated articles much depends upon 
the factor of loadability. Some items that load badly and require tranship¬ 
ment may incur relatively high costs; and if these costs are reflected in 
higher rates the traffic may be diverted to road transport, which is probably 
inherently better suited to carry them. 

' The problem of the clash of charges has been discussed almost solely 
on the freight side, because there is no comparable clash of principles in 
the case of passenger fares. Discriminating charges for identical services, 
similar to classified freight rates, would be quite impracticable; since passen¬ 
ger tickets can so easily be transferred from one person to another that 
discrimination could not be enforced. And both administrative conveni¬ 
ence and equity demand that passenger fares shall be on a simple, standard 
basis clearly related to the distance travelled. 

Closer control over charges is therefore unlikely to vary substantially 
the existing scales of passenger fares, except in so far as railway fares might 
be increased_^by progressive steps—to end the subsidization of passenger 
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traffic by freight traffic referred to earlier on. This would entail a cones- 
ponding overall reduction in freight rates. 

(ii) By administrative re-organisation and licensing of services .— 
The second possibUity would be to seek co-ordination through changes 
in the administrative framework so as (a) to bring road and rail policy 
closer together at Ministerial level; (b) to improve control of motor licens¬ 
ing policy. 

There are two great stumbling-blocks to this. The first is that the 
Union Ministry of Transport is not responsible for policy in respect of the 
largest form of transport, the railways. The second is that whilst railways 
are a direct Central Government responsibility, motor vehicle licensing is a 
StSe Government responsibility. 

Logically, therefore, the railways should be organised as a Corporation 
and not as a Government Department; the Ministry of Railways should dis¬ 
appear and a strengthened Union Ministry of Transport should be responsi¬ 
ble for both railway policy and motor vehicle licensing policy, as the national 
co-ordinating authority. 

This would imply withdrawal of the licensing function from the State 
Governments and its transfer to the direct control of the Union Ministry of 
Transport, who should appoint the State and Regional licensing authorities 
and supervise their operations by means of policy directives from the 
Centre. 

These measures could not easily be given effect. There would cer¬ 
tainly be advantages in constituting the railways as a public Board or 
Corporation. This is the organisation of the State-owned railways in the 
U.K., France, Belgium, Holland and elsewhere. Freedom to operate as a 
commercial undertaking is a stimulus to efficiency. And if the railways are 
gradually ceasing to be the universal public transport service, and are in 
future to share their former empire with road transport, flexibility and 
enterprise need to be encouraged. 

The changeover to a Corporation would however involve several import¬ 
ant questions, of which two need to be considered here. The first is the 
adequacy of the control that would be exercised by Parliament over the 
largest public enterprise in the country, if it were a Corporation. The 
second is the status and security of the railway staff, who are now Govern¬ 
ment servants. 

The first question touches on the type of control that a Sovereign Parlia¬ 
ment should expect to exercise. It cannot be stated too emphatically that 
control should be only over general policy. If it applies to the details of 
day-to-day management, it must have an intimidating and inhibiting effect 
upon the officials, which reduces enterprise and the willingness to accept 
personal responsibility. 
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The Railways Board should therefore be responsible for the conduct of 
the railways to the Minister of Transport, and through him to Parliament. 
The Minister should appoint the Members of the Board, with the sanction 
of the Prime Minister. He should be empowered to give directions of a 
general character to the Board. His responsibility to answer questions in 
Parliament should however be confined to policy matters, i.e., the field over 
which he is entitled to give directions to the Board. Minor matters con¬ 
cerning day-to-day administration should be taken up directly by Members 
of Parliament with the Railways Board, and not through the medium of 
questions in Parliament. 

The Railways Board should issue an Annual Report which would be 
presented by the Minister of Transport to Parliament and be debated. This 
would afford Parliament the opportunity of periodically expressing views 
regarding all aspects of the railways, of which the Minister of Transport 
would of course take due note. 

The second question—^namely the status and security of the railway 
staff if the railways are organised as a Corporation—could be covered by a 
statutory provision that the status, terms of employment and security of 
employees of the Corporation should be not less favourable than those of 
Government employees in industrial occupation—e.g. the Posts and Tele¬ 
graphs. 

These arguments in favour of reorganising the railways as a public 
Corporation instead of a Etepartment are not necessarily conclusive, how¬ 
ever; it may well be that a measure which seems right in principle is unlikely 
to find acceptance for some time to come. 

The transfer of motor vehicle licensing functions to the Union Ministry 
of Transport would be an even more controversial and difficult measure. A 
Constitutional Amendment would almost certainly be required, and very 
strong, opposition must be expected to any proposal which appears to weaken 
the status of State Governments. 

The financial aspects would be crucial, in view of the interest of the 
State Governments in the proceeds of motor taxation. It is a fact that 
“there is no way of laying out the citizen’s money that has proved easier to 
tax than the owning and using of motor vehicles.’’^ No public authority 
that has once tasted the sweets of motor taxation will willingly relinquish 
this right. 

Motor transport is distinguished from other forms of transport by the 
large extent to which it is a completely un-commercial activity. The so- 
called “pleasure” motoring in advanced countries such as the U.S.A., has 
come to mean the part played by private motor transport in ordinary social 
life. Nevertheless it is reasonable that the possession of a motor car should 
be considered in some ways as a luxury, because its acquisition is usually 

1 Report of the Steering Group, ibid. 
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•decided upon grounds that are not purely economic-comfort, prestige, and 
so on. It may therefore logically attract “sumptuary” taxation, particularly 
as it is so easy an instrument of taxation from the administrative point of 
view. In addition, of course, it should be taxed on account of its use of 
the roads. 

Taxation of commercial motor transport, on the other hand, should be 
solely related to the facilities that are provided by the State to enable the 
operator to carry on his business, namely the highways over which he 
operates. The sumptuary element should enter into the taxation of the 
profits of this business, not the costs. 

In principle, therefore, private cars should be taxed partly according to 
“ability to bear”, based on the assumed wealth of the owners; partly on the 
use made of the roads. Commercial motor vehicles should be taxed solely 
according to the use made of the roads provided for them by the community. 
The principles and incidence of taxation should be the same in all States. 

This could be achieved in great measure by establishing or re-establish¬ 
ing an effective Central Road Fund, which should receive all taxation receipts 
(import duties, excise duties upon fuel, vehicle licensing fees, etc.) from 
motor vehicles. Road upkeep and improvement should all be charged to 
the Fund, either in the form of direct expenditure by Central Govermnent 
(National Highways) or grants-in-aid to State Governments (State roads). 
The only exception should be a contribution to road costs from the pro¬ 
ceeds of local taxation, to represent the element of use of the roads other¬ 
wise than by motor transport. 

The element of luxury or sumptuary taxation, levied upon private cars, 
motor cycles and scooters, should be covered by payments out of the Fund 
for general Government purposes. 

Special programmes of road construction could be put in hand to be 
financed from the proceeds of loans, the interest and principal of which 
Would be secured upon the revenues of the Central Road Fhnd. 

To sum up : reorganisation on a basis calculated to produce co-ordina¬ 
tion of transport by informed regulation of services would involve : 

(1) Abolition of Ministry of Railways; 

(2) Constitution of the Indian Railways as a Corporation; 

(3) Transfer to Union Ministry of Transport of motor licensing 
functions throughout all States, and of the functions of road- 
rail co-ordination on a nation-wide basis; 

<4) Constitution of a Central Road Fund to receive the proceeds 
of motor taxation and to finance the bulk of highway mainten¬ 
ance, improvement and new construction. The sumptuary ele¬ 
ment in motor taxation to be recognised by a proportion of the 
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taxes on motor cars and other private transport being paid 
over for general Government purposes. 

The implications of such a programme would be obviously far-reaching, 
and strong opposition would be aroused by many of its components. Trans¬ 
port is a subject within the field of politics to a large extent; and politics 
has been well called “the art of the possible”. Accordingly, whilst regis¬ 
tering the view that the changes listed above would promote transport 
co-ordination, it is suggested that in the short term another and less 
drastic line of approach should be explored, namely the search for co¬ 
ordination through better techniques of control over investment; which will 
be discussed next. 

(iii) By improved investment plannig techniques. —Co-ordination of 
investment in transport must be considered in the context of the planning 
machinery; and it seems therefore necessary to summarise the existing pro¬ 
cedure before commenting upon it. 

Control of investment in roads is diwded between the Central Govern¬ 
ment and State Governments. National Highways come under the Central 
Sector; the five-year programme for development of National Highways is 
initially drawn up by the Ministry of Transport (Roads Wing), considered 
in the Planning Commission and finally fixed in relation to the total resources 
likely to be available for roads in the Plan. Roads of inter-State and special 
economic importance also come mainly in the Central sector; the provision 
for them is broadly as for National Highways. 

Programmes for State roads are formulated by the State Governments 
as part of their overall State Plans, having regard to the priorities indicated 
to them by the Union Transport Ministry and the Planning Commission. 
The State Plans are discussed by the State Governments in the Planning 
Commission, and the outlays for the road programmes of the State Govern¬ 
ments are fixed taking into account the total investment in the State Plans, 
the relative priority to be assigned to roads, performance in the previous 
Plan period, and any special regional or other requirements. 

The overall targets for investment in motor vehicles are formulated by 
the Ministry of Steel and Heavy Industries, based on recommendations made 
by a Planning Group set up by the Ministry with representatives of the other 
Ministries concerned and the Planning Commission. The Ministry’s proposal 
are then considered in the Planning Conunission and the manufacturing targets 
for the automobile industry are fixed. Licences for building up the necessary 
capacity are issued by the Ministry of Steel and Heavy Industry. 

The programmes of investment in nationalised passenger transport under¬ 
takings in the States are formulated by the State Governments and are finalised 
in consultation with the Planning Commission. 

Railway development programmes are drawn up initially by the Railway 
Board with reference to the targets of traffic, which have been worked out on 
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the basis of industrial production programmes and agreed between the Plan¬ 
ning Commission and the Railway Board. 

The Board’s proposals are examined by the Planning Commission, and 
discussed with the Ministry of Railways; the total outlay is finally agreed 
between the Ministry and the Commission. 

In preparation' for the Fourth Plan, the Planning Commission has set up in 
collaboration with the Ministries a number of Planning/Working Groups at 
the Centre. The broad terms of references of these Groups are : (i) to make 
a critical review of progress in the Third Plan period; (ii) to assess the 
position likely to be reached at the end of the Third Plan period; and (iii) 
to formulate proposals for the Fourth Five Year Plan in the perspective of 
a longer period, 1966-76, or even more as may be appropriate. The 
Planning Commission has also asked the State Governments to constitute 
Working Groups according to their own distribution of functions between 
departments. 

It is difficult at this stage to assess how far this procedure can effectively 
direct transport investment into the correct channels. I>espite the refine¬ 
ments recently made, the survey of investment needs sitill appears to be 
conducted at a high official level, rather remote from the planning “on the 
ground” of the various transport undertakings and their customers. 

There are some special problems of assessing the justification for invest¬ 
ment in transport which complicate the issue. It is tempting to consider 
transport as a purely ancillary function, the requirements for which can 
be deduced from a study of the output targets of all other industries. But 
this is an over-simplification. Transport investment can seldom be fitted 
in, on a precise quantitative basis, to the requirements of any particular 
industry. Railway extensions, for instance, must as a rule facilitate passen¬ 
ger as well as freight traffic, though they may originate in a shortage of 
freight transport capacity. Works to increase fine capacity may be required 
because of expected increases iii a particular traffic passing over the section 
in question; but they will almost certainly have secondary effects on the 
operation of adjoining sections of line. The justification for major indivi¬ 
dual projects therefore should be closely assessed from an expert angle, 
not merely as regards the effect upon railway finances and ability to meet 
traffic targets, but also in relation to alternative methods of performing the 
same task—for instance, by using road transport or coastwise shipping. 

Transport investment is also complicated by the fact that facilities create 
traffic; but it is seldom possible to estimate in advance the extent to which 
this wifi take place. 

The conclusion is that, whilst the existing machinery adequately brings 
together at a high level the official elements concerned with transport plan¬ 
ning, it may perhaps be doubted whether it sufficiently introduces the expert 
element which is so necessary in assessing the justification for particular 
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transport projects, and in particular the choice between alternative forms 
of transport. 

There is also a need for more refined techniques for appraising invest¬ 
ment proposals which are not obviously economically justified, but where 
social considerations play a part. Such a technique was sought in the 
U.K. when it was decided to embark upon a large programme of motorway 
construction, the first instalment of which was to be the London-Birmingham 
motorway known as M 1. It was difficult to compare the motorway with 
investment projects which showed a direct financial return on their cost; 
but proper justification was insisted upon by the Treasury. Accordingly, a 
team of economists produced an assessment of the economic effects of M 1 
motorway by methods that yielded a calculation of the social net return, 
expressed as a rate of interest on the capital outlay. 

A similar problem arose in connection with a proposal to construct a 
new underground railway in London, namely, the Victoria Line, as part of 
the system of the London Transport Board. Its construction would, on a 
purely financial basis, worsen and not improve the position of London 
Transport and thereby would eventually impose a charge upon the British 
taxpayer. Congestion on the existing underground railway system and the 
surface roads was acute; but it was necessary for the Ministry of Trans¬ 
port to convince the Treasury that real benefit to the national economy 
would result from the investment. 

Two economists accordingly prepared an assessment in financial terms 
of the social benefit from constructing the Victoria Line. Time saved by 
user of the Victoria Line was measured and valued. Time saved by other 
transport users as a result of the Victoria Line was similarly treated. Con¬ 
sequential losses and gains to London Transport were also assessed, both 
on existing bus and underground services. The benefits of comfort and 
convenience were measured in terms of the increased probability of getting 
a seat. Benefits were estimated for new traffic generated by the Victoria 
Line both on itself and on other transport services. Bringing together the 
factors on both sides into a “social benefit and loss table”, a calculation was 
made showing a “social surplus rate of return” ranging from 10.9 per cent 
to 11.6 per cent according to the rate of interest charged. On the basis of 
this study the Government decided to authorise the construction of the 
Victoria Line. 

This was of course undertaken as an isolated survey. It must be recog¬ 
nised that there might nevertheless have been greater gains from investing 
elsewhere. Similar calculations for other possible urban railway projects 
would have permitted direct comparison with their “social surplus ’ rate of 
return. Comparisons with urban road projects also would be possible. 

Widespread use of such calculations would enable the allocation of funds 
to be decided among, as well as within, various enterprises. The implica¬ 
tions of this new technique for a developing country such as India, short of 
capital resources, seem to be very important. 
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The conclusion is that there is a need for a special body to study the 
demands for transport and the best means of meeting those demands, both 
on a broad basis and regionally or locally. Such a body should combine 
three elements— 

(a) knowledge of the ofRcial view point and planning procedures 
in transport investment; 

(b) practical experience and technical knowledge of the main forms 
of transport; and 

(c) grasp of economic principles and modern techniques of analysis 
applicable to transport questions. 

A possible constitution for such a body will be considered next. 

4. Proposal for an Indian Tran.sport CbM mission 
Transport, although a single national service, in effect comprises a group 
of industries with very different characteristics. It is hardly a part of the 
Planning Commission's function directly to weld these components together, 
even in the investment field, but rather to allocate resources to each. The 
task of rationalising the total requirements for transport investment should, 
it is suggested, be entrusted to an expert body as an intermediary between 
the various undertakings which provide transport, and the Planning Com¬ 
mission and the Ministries concerned with investment programmes. 

The suggestion is that the new organisation should be a body corporate, 
create by statute, and entitled the Indian Transport Commission. Its com¬ 
position should be as follows : 

Independent Chairman. 

Three members with practical railway experience in the operating, 
commercial and financial fields respectively. 

One member with experience in road freight haulage. 

One member with experience in road passenger transport. 

One member with experience of highway engineering. 

One member with experience of coastwise shipping. 

One member with experience of inland wafer transport. 

One independent economist. 

One member with experience of industry and commerce. 

The Commission should draw its staff from the railways and other trans¬ 
port undertakings, the Union Ministry of Transport, the Planning Commis¬ 
sion, and State Government service, on a secondment basis. It should also 
have the services of economists and statisticians. There should be a regular 
turnover of staff so as to prevent in-breeding and sectionalism developing. 

The Transport Commission would in effect be the expert transport advi¬ 
ser of the Planning Commission. It would have delegated to it the drafting 
of the sections of the Five Year Plans concerned with transport, under 



332 


TRANSPORT POLICY AND CO■ORDINATIO^i 


guidance from the Planning Commission as regards the total resources avail¬ 
able for transport. Once the Plans have been approved, it would act as the 
expert adviser of the Ministries concerned with the detailed execution of 
the Plans—especially the Ministry of Finance—^in regard to the approval 
or otherwise of major individual transport investment projects. 

A non-of&cial body such as this would be much freer to propose any 
necessary measures of co-ordination, if these are considered to be neces¬ 
sary in the national interest, than one which has direct Departmental or 
Ministerial allegiance. Its constitution should also avoid raising the difficult 
question of the powers and functions of the State Governments in relation 
to the Union Ministry of Transport. Collaboration between the Transport 
Commission and the Union Ministry of Transport should naturally be conti¬ 
nuous and close. Also, in course of preparing the “Transport Plan”, the 
Commission should visit each State Government and discuss regional trans¬ 
port needs and problems. But as the Commission would be chiefly advisory 
in character no direct over-lapping of functions need occur. 

The only executive functions entrusted to the Commission should, it it 
suggested, be those now possessed by the Inter-State Transport Commis¬ 
sion, (I.S.T.C.) which should be absorbed into the Transport Commission. 
The I.S.T.C. has not hitherto exercised a marked effect upon licensing policy, 
largely because of the permissive character of its powers and also because the 
State Governments have preferred to negotiate inter-State licensing agree¬ 
ments direct with neighbouring States. Recently however, the I.S.T.C. has 
begun to issue directives to State Governments about the number of licences 
io be granted. This activity needs to be based upon studies of the trans¬ 
port needs of the areas in question, related to the adequacy of existing rail¬ 
way and road facilities. It may be doubted whether the I.S.T.C. at present 
commands the resources to acquire and process the relevant information. 
The proposed Transport Commission should however be in a much stronger 
position. 

To ensure that investment is linked with progress in the rational plan¬ 
ning of services, a Model Code of Principles for the appointment and 
guidance of motor vehicle licensing authorities should be prepared. Recom¬ 
mendations for investment in motor vehicles and highways should be made 
in the light of the progress made in persuading State Governments to accept 
the Model Code, and the policies pursued by the State and Regional Trans¬ 
port Authorities. 

It would be the responsibility of the Transport Commission to issue an 
Annual Report which should record progress made towards co-ordination, 
and to review investment in transport in more detail than is possible at 
present with the available statistical material. 

It may be argued that a public authority such as the proposed Transport 
Commission existed until recently in the U.K., but, on the basis of experi¬ 
ence, has now been abolished. The parallel however is not exact. The 
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former British Transport Commissioo was not merely a planning and co¬ 
ordinating body; it was also the central management of British Railways, 
It was the incompatiability between these two main functions that led the 
Conservative Government to abolish the Commission. Many people feel 
that the removal of the planning and co-ordinating body has been a mistake; 
though it is agreed that it should have been kept quite separate from the 
day-to-day management of any of the nationalised transport undertakings. 

Co-ordination of transport in India is envisaged as a gradual process of 
evolution, rather than as springing from any single legislative measure. It 
_wilLnot emerge by itself from the free play of economic forces, whose trend 
in India (as in most other countries) is towards creating an imbalance of 
transport facilities in relation to the demand. There must be steady pressure 
to guide transport investment into correct channels and thereby secure the 
most practicable form of long term co-ordination. An^ independent body 
charged with this duty would be in a position to exercise the necessary 
pressure upon the various authorities concerned to rationalise their controls 
over the growth of motor transport and highway construction. It should 
also be able to prepare and utilise studies in re^onal and local transport 
needs, and the transport requirements of various basic commodities. Its 
membership should be sufficiently distinguished to give it prestige and autho¬ 
rity, and its Annual Report on the transport situation should be widely 
studied. 

This proposal is offered as a less contentious and more useful contribu¬ 
tion to solving the long term transport problem than any immediate legis¬ 
lative changes in the structure of transport charges, in the motor licensing 
system, in the constitution of the railways, or in the powers of the Union 
Ministry of Transport. In the course of time, changes in all these direc¬ 
tions will almost certainly be required; but the ground will have to be care¬ 
fully prepared and the public mind educated in the nature of transport 
problem, the cost of leaving it unsolved, and the need for action. The 
proposed Transport Commission should be able to effect this before the 
problem reaches a critical stage. 

This memorandum has been concerned solely with road-rail co-ordina¬ 
tion. The proposed Indian Transport Commission would, however, it is 
submitted, be a suitable body to deal with other forms of inland transport 
as well {mutatis mutandis') ■, and its constitution has been drafted on this 
assumption. 

5. Proposal for an Indian Transport Staff College 

It was observed earlier that transport, although it constitutes a single 
public service, is not organised as a single industry but rather as a group of 
industries. Co-ordination requires a progressive realisation of the fact that 
transpjort is a single function. This will not be easy so long as the training 
of those charged with the administration and management of the various 
forms of transport is confined to their own speciality. There is a need to 
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promote a wider knowledge and outlook among those exercising, or who 
in future will exercise, the key functions. 

There are already in existence institutions concerned with higher 
management and administrative training, such as the Administrative Staff 
College at Hyderabad and the Railway Staff College at Baroda. But there 
is a need for a Staff College in the field of transport, which would not cover 
a generalised field as does the Administrative Staff College, and yet would 
not be confined to giving professional training in one form of transport, like 
the Railway Staff College. 

The proposed Indian Transport Staff College would cater for men in 
their thirties and fordes, who might be expected before long to rise to senior 
managerial or administrative positions. They should be drawn from the 
Railways, the nationalised road transport undertakings, the Air Corpora¬ 
tions, the Union and State Ministries of Transport. They might include a 
few men from private transport undertakings such as shipping companies, or 
from industries with important transport interests such as coal mining or 
steel. The Transport Staff College should in particular provide training for 
those who were intended for secondment from the Railways, the Ministry 
of Transport, or the State Governments’ service for a term of duty as 
officers of the proposed Indian Transport Authority. 

The courses at the Staff College might last four or five months. Tliey 
should cover such questions as the organisation and economics of transport, 
financial control and costing, labour relations, market research and traffic 
studies, investment policy, and the principles of co-ordination. The instruc¬ 
tion should be given primarily by visiting speakers from the Railways, 
Ministries, State Governments, and Universities. Practical problems should 
be studied by students in syndicate. 

The College should be residential and everything possible should be done 
to promote the sharing of experience and knowledge between men with very 
different backgrounds in the transport industries. This process of “cross- 
fertilisation” in fact might be even more important than the formal 
instruction. 

In the long term, the existence of such training must greatly assist 
effective co-ordination by breaking down the sectionalism within the trans¬ 
port industry that exists today. Nothing will promote this better than the 
study of transport problems by practical men, in a liberal atmosphere, 
detached from the pressure of day-to-day administration. 
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